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UNLIMITED CIVIL JURISDICTION

CITY OF STOCKTON,
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BONDS FOR THE PURPOSE OF REFUNDING
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PUBLIC EMPLOYEES' RETIREMENT
SYSTEM UNDER THE PUBLIC EMPLOYEES'
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RESOLUTION AUTHORIZING TEE
ISSUANCE AND SALE OF SUCH BONDS,
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I. INTRODUCTION

Plaintiff, the City of Stockton (the #City”), brings this
action under Code of Civil Procedure Sections 860 et seg. to
validate proceedings relating to the issuance of Bonds the
proceeds of which will be used to refund the City’s obligation
to pay certain retirement benefits under the City Charter and
under California Government Code Sections 20000 through 21612
(the “Retirement Law”), the execution and delivery of an
indenture of trust and other related agreements and contracts
authorized or contemplated by the City Council of the City, and
the adoption of a resclution pertaining thereto.

Pursuant to Code of Civil Procedure Section 861 and this
Court’s Order Of Publication of Summons and Other Notice In
Validation Action herein, jurisdiction over defendants, all
persons interested in these proceedings, has been obtained by
publication of Summons in The Record and by posting a copy of
the summons in the City of Stockton City Hall. No answer to the
Complaint was filed within the statutory, court-ordered time
limit. Accordingly, Plaintiff seeks entry of a default

judgment.

IT. FACTUAL BACKGROUND

A. Retirement System

The City is a charter city, and is required under Section
2600 of its Charter to “provide a retirement and death benefit
plan for officers and employees of the City.” Section 2601 of
the City Charter provides that “the City Council may provide for

such a plan by participation in any retirement and death benefit

-1m
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plan now existing or hereafter created under the laws of the
State of California which municipalities and municipal officers
and employees are eligible to join.” These provisions of the
City Charter were approved by the voters of the City at an
election held October 8, 1935, and have been in effect for
nearly 70 years.

The City currently provides retirement benefits for its
employees through membership in the Public Employees’ Retirement
System (the “Retirement System”) which is established under the
Retirement Law. Pursuant to Sections 2600 énd 2601 of the City
Charter and Section 20460 of the Retirement Law, the City has
elected to participate in the Retirement System by entering into
a contract with the Board of Administration of the Retirement
System (the “Board”) effective September 1, 1944, as amended. A
true and correct copy of such contract (the “PERS Contract”) is
attached to the Complaint as Exhibit A and by this reference
incorporated herein.

The Retirement Law and the PERS Contract require the City
to make periodic contributions in order to fund the pension
benefits to which Citf employees are entitled under the
Retirement Law and the PERS Contract. As provided in Section
20466 of the Retirement Law, an approximate rate of contribution
is quoted in the PERS Contract, subject to adjustment from time
to time by the Board, based on actuarial valuations.

The basic contributions which the City is required to make
to PERS in order to fully fund the retirement benefits which are
and will be payable to its covered employees are defined in the

Retirement Law as “normal contributions.” HNormal contributions

-2-
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are required to be made “at the normal rates of contribution
fixed by the law, by contract, or by contract amendment.”! The
rate of normal contributions is determined in accordance with
Sections 20670 et. seqg. of the Retirement Law in the case of
contributions required to be made by the individual employees
and Sections 20790 et. seq. in the case of contributions
required to be made by the public employers, and apply uniformly
to all contracting members. The rate of normal contributions is
subject to periodic change on an annual basis by the Board,
based on actuarial valuations of the liability for benefits on
account of the employees of all public employers.? In addition,
a covered employee is granted the right to make “additional
contributions” for the purpose of funding certain elective
benefits thch are chosen by such employee.3

To the extent that the contributions of a particular public
agency are determined to be insufficient to fully fund the
retirement benefits which will be payable to a public agency's
employees, based on actuarial calculations, such public agency
is required to pay an additional contribution based on the
“unfunded accrued actuarial liability” of such public agency
(the “Unfunded Liability”). Each public agency is required to
amortize its Unfunded Liability through periodic payments over a
period not to exceed 30 years.?! Interest accrues on the Unfunded
Liability at a rate set from time to time by the Board.

The current method of amortization adopted by the Board is
a 30-year rolling amortization, and as a result of such method,
the City’s actuarially required employer contributions do not
result in any amortization of principal.

-3-
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According to the most recent Actuarial Report provided to
the City by PERS, the City’s total combined rolled forward
amount of Unfunded Liability will be $158,473,946 as of June 30,
2007. See Exhibits A and B, Actuarial Valuations for
Miscellaneous and Safety Plans as of June 30, 2005, which are
incorporated herein by reference. Interest accrues on the
Unfunded Liability at a rate of 7.75%, which is the current rate
adopted by PERS for such purpose.

On September 26, 2006, the City Council of the City adopted
the Resolution (attached to the Complaint as Exhibit C) which
authorized the City to issue Bonds for the purpose of refunding
the obligation of the City, evidenced by the PERS Contract, to
pay the Unfunded Liability. Complaint at Paragraph 7.

The plan of financing adopted in the Resolution is intended
to save the City a substantial amount of money without
diminishing the retirement benefits provided to City employees.
As described above, the City will be obligated to pay 7.75%
interest per annum on its Unfunded Liability under the
Retirement Law. It is expected that the Bonds, the proceeds of
which will be used to help fund retirement benefits, will be
issued as a combination of variable and/or fixed interest rates
resulting in an estimated all-in true interest cost rate of
5.47% per annum based on current market conditions. The
estimated net present value savings to the City's general fund

is expected to be approximately $9,458,511.
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III. THIS ACTION IS PROPERLY BROUGHT UNDER CODE OF CIVIL
PROCEDURE SECTIONS 860 ET SEQ. AND GOVERNMENT CODE SECTIONS

53511 AND 53589.5.

Code of Civil Procedure Section 8605 authorizes a public
agency to institute validation proceedings in cases where
another statute authorizes its use. In the instant case,
Government Code Section 53511 authorizes a local agency to
“bring an action to determine the validity of its bonds,
warrants, contracts, obligations or evidences of indebtedness”
and Government Code Section 53589.5 authorizes a local agency to
bring a validation action “to determine the validity of any
issuance or proposed issuance of refunding bonds” and any
agreement entered into in connection therewith. For the reasons
discussed below, the City submits that these statutory
requirements are met.

Since Government Code Sections 53510 and 53570 each define
a “local agency” to include any “city,” Plaintiff City of
Stockton is a proper party authorized to bring this validation
action. Moreover, all of the documents and transactions which
are the subject of this action are the type authorized to be
validated under Government Code Sections 53511 and 53589 since
they constitute evidences of indebtedness, contracts or
obligations of the City or are refunding bonds and agreements

relating thereto.®

IV. THE CITY HAS THE POWER TO AUTHORIZE THE BONDS,

THE INDENTURE OF TRUST AND ANY RELATED AGREEMENTS.

The city council of a city is the sole governing body with

~5-
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authority to perform those acts necessary to fully discharge the
duties of the legislative authority of the City government.
Consequently, the City Council has the authority to provide for
the issuance and sale of the Bonds and the execution and
delivery of the related agreements including, inter alia, an
Indenture of Trust which specifies the terms and conditions upon
which the Bonds are to be issued, by adoption of the Resolution,
so long as the transactions contemplated therein are within the
power of the City. Since, as demonstrated below, such power does
in féct exist, the Bonds, the above-mentioned Indenture of Trust
and any related agreements are valid and will become legal and
binding obligations of the City upon issuance or execution and
delivery of the same.

Government Code Section 20812 specifies that the Unfunded
Liability of a public agency to the Retirement System shall be
amortized over a period not to exceed thirty years, and the City
Council is required by the provisions of Government Code Section
20532 to pay amounts determined to be due and owing, including
amounts necessary to amortize the Unfunded Liability.?

California courts frequently defer to the judgment of a
governing body of a public agency with respect to a
determination that a particular action is necessary to the full
discharge of such public agency’s duties.? See, e.g., Long Beach
v. Lisenby, 180 Cal. 52, 60-61, 179 Page 198 (1919)
(determination of the method by which an outstanding
indebtedness shall be funded is within the discretion of the

governing body of the municipality); H.D. Haley & Co., 70 Cal.

App. at 442 (in the exercise of their powers, supervisors are

—6—
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necessarily endowed with a large amount of discretion}.
California courts also have stated that a city council has
considerable discretion, within constitutional limits, in the
exercise of its powers with respect to the budget. See Hicks, 69
Cal. App. 3d at 235.

In the instant case, the City has an obligation under its
City Charter and under the statutory provisions of the
Retirement Law to make contributions to the Retirement System.
City Charter Sections 2600 and 2601; Gov’t Code Section 20532.
The Board, acting pursuant to the directives contained in the
City Charter and the Retirement Law, defines the terms of the
City’s obligation, e.g., the amount of Unfunded Liability which
is being financed, the term over which it will be financed, the
rate of interest which accrues on the unpaid balance of the
Unfunded Liability, and the schedule of each individual payment.

The City is not creating any additional indebtedness by its
issuance of the Bonds but is simply changing the form and
clarifying the terms of a pre-existing obligation and, in the
case of the Bonds, the terms of the repayment obligation.

The City is explicitly authorized by statute to issue the
Bonds for the purpose of refunding obligations such as the
Unfunded Liability. Section 53583 of the Government Code
provides that “Any local agency may issue bonds pursuant to this
article or any revenue bond law under which the local agency is
otherwise authorized to issue bonds for the purpose of refunding
any revenue bonds of the local agency.” The term “revenue
bonds” is defined to mean “fbjonds, warrants, notes, or other
evidence of indebtedness of a local agency payable from funds

-7-
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other than the proceeds of ad valorem taxes or the proceeds of
assessments levied without limitation as to rate or amount by
the local agency upon property in the loca; agency.” Gov’'t Code
Section 53570(b). The Unfunded Liability is an evidence of
indebtedness of the City which is not payable from ad valorem
taxes or property assessments, although such taxes and
assessments may constitute one of the sources of payment, and
the Bonds will be issued to refund the Unfunded Liability.
These provisions, therefore, authorize the City to issue the
Bonds for the purpoée refunding theVUnfunded Liability.

Thus, it is clear that the City, through its City Council,
has the express power to issue the Bénds and enter into the
Indenture of Trust, and the implied power to enter into the
related agreements which constitute the mechanism by which the
City is exercising its power to satisfy its obligation with

respect to the Unfunded Liability.

V. THE CONSTITUTIONAL DEBT LIMITATION IS INAPPLICABLE.

A. The Unfunded Liability Is An Obligation Imposed By Law.

The California Constitution restricts the power of certain
local government entities to incur debts without the express
approval of the electorate. Cal. Const. Art. XVI, Section 18.°
Judicial interpretation, however, has narrowed the applicability
of Article XVI, Section 18 by creating several exceptions to the
constitutional debt limitation.

In Lewis v. Widber, 99 Cal. 412, 33 P. 1128 (1893), the

California Supreme Court held that where the City of San

Francisco had depleted its revenues for the current fiscal year,

-8
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payment of a public officer’s final month’s salary out of the
next year’s revenues would not wviolate the constitutional debt
limitation. The court concluded that the debt limitation did not
apply to payments of debts when both the existence of the
obligation and statutory guidance as to its payment are provided
by state law, since the Constitutional debt limitation was
intended to apply to volitional incurrence of obligations and
not an obligation which is imposed by an legislative body other
than the one incurring the indebtedness.®

Subsequent courts have extended the exception to the debt

limitation created in Lewis. See e.g., Lotts v. Board of Park

Commissioners, 13 Cal. App. 2d 625, 57 P. 2d 215 (1936) (debt

limitation did not bar the city parks department from paying a
judgment for back wages since the salary owed was not a debt
which could be incurred at the discretion of the board); Compton

Community College Fed’'n of Teachers v. Compton Community College

Dist., 165 Cal. App. 3d 82, 93, 211 Cal. Rptr. 231 {(1985)
(payment of a retroactive salary increase agreed to in
collective bargaining negotiations was not barred by the
constitutional debt limitation since the district “had a
specific duty to employ the teachers needed to provide education
to its citizens and to pay them according to a set salary

schedule.”);" Wright v. Compton Unified Sch. Dist., 46 Cal. App.

3d 177, 120 cal. Rptr., 115 (1975) (constitutional debt
limitation did not bar payment of legal services by a school
district for defending its employees in a defamation action
because the district had a statutory duty to provide a defense

for its employees to civil actions brought against them arising

~9-
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from acts within the scope of their employment).

As demonstrated below, in the instant case the City has the
duty to provide pension and other retirement benefits for its
employees. By accepting the Retirement Law as the statutory
scheme under which it satisfies that duty, it has specific
duties, detailed by the Retirement Law, to carry out such
obligations. In other words, the obligation of the City under
the Retirement Law did not arise as a volitional act of the
City, but rather was the method chosen by the City to fulfill
its duty to its employees to provide pension and other
retirement benefits.

The City is obligated to provide retirement benefits to
City employees under the express provisions of Section 2600 of
the City Charter, which was enacted by the voters of the City at
an election held on October 8, 1935. Section 2600 of the City
Charter provides as follows: “The City Council shall provide for
a retirement and death benefit plan for officers and employees
of the City.”

Additionally, in enacting the Retirement Law the
legislature expressly acknowiedged a public obligation to
provide retirement benefits to City employees.' This obligation
also flows directly from the duty of the City to provide various
services to its constituents and the necessity to hire employees

to carry out such functions. See Compton, 165 Cal. App. 3d at

86-87; Lotts, 13 Cal. App. 2d at 635.
The California Supreme Court has recognized both the
importance of providing retirement benefits to public employees

and the fact that such benefits are as necessary as public

=10
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employment itself. See Carman v. Alvord, 31 Cal. 3d 318, 325 n.
4, 182 Cal. Rptr. 506 (1982);' Bellus v. City of Eureka, 69 Cal.

2d 336, 351, 71 cal. Rptr. 135 (1968); Packer v. Board of
Retirement, 35 Cal. 2d 212, 215, 217 P. 2d 660 (1950).

In accordance with Section 2601 of the City Charter, the
City Council of the City of Stockton has chosen the Retirement
Law as the mechanism for meeting its obligations to its
employees. All public agencies which are members of the
Retirement System have statutorily-imposed obligations to pay
the contributions levied under the Retirement Law to ensure the
continuing viability of the Retirement System. Moreover,
following the lead of the Supreme Court in Lewis, the appellate
courts have indicated they will permit an exception to the debt
limitation in those cases involving the obligation of local
government entities to pay the compensatory obligations owed
their employees. See Lotts, 13 Cal. App. 2d at 635 and Compton,

165 cal. App. 3d at 86-87; but see Martin v. Fisher, 108 Cal.

App. 34, 40, 291 P. 276 (1930), overruled on other grounds, 18

Cal. 3d 187, 554 P. 2d 321 (1976).

In the instant case, the legislature has set forth an
extensive statutory plan for carrying into effect the public
obligation to establish the Retirement System and that plan
provides precise statutory directives. This express statutory
scheme, combined with the obligation imposed by law to make
appropriations to fund retirement benefits (City Charter §2600;
Gov't Code §20532), and the basic obligation to provide for
retirement benefits in such a plan, provides more than a

sufficient basis for exemption from the debt limitation here.

-11-
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The Unfunded Liability is an obligation imposed by law, and that
also is true of any obligations such as the Bonds issued to
refund the Unfunded Liability.

The amount of the Unfunded Liability is based upon a
variety of assumptions and evaluations utilized by an actuary in
designating the amount. Under Section 20532 of the Government
Code, the amount of the actual contributions of a public agency
to the Retirement System is based upon actuarial valuations made
from time to time. All such actuarial assumptions and
evaluations are estimates and may change from year to year based
upon changes in mortality and investment assumptions,
Accordingly, the amount of Unfunded Liability is determined by
an actuarial valuation pursuant to the Retirement Law and as
such is an obligation imposed by law, even though the amount may
subsequently change based upon actuarial evaluations of the
City’s actual and projected experience.

B. The Bonds Are Obligations Imposed By Law.

The California Supreme Court's holding in Long Beach v. Lisenby,

supports the conclusion that the Bonds, as well as the Unfunded
Liability as described above, also are exempt from the debt
limitation.

In Lisenby, the City of Long Beach issued warrants for the
payment of tort judgments (which the Court determined to be
obligations imposed by law) and thereafter adopted an ordinance
authorizing the issuance of bonds to refund the outstanding
indebtedness of the City evidenced by the warrants. The court
upheld the City’s action, concluding that the issuance of bonds

to pay outstanding debts merely represented the conversion of

-12-
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the debt into “a more permanent form with an extended time

payment.” Long Beach, 180 Cal. at 59; accord, City of lLos
Angeles v. Teed, 112 Cal. 319, 327, 44 P. 580 (1896) (Dicta).

Here, the City has incurred indebtedness in the form of the
Unfunded Liability, which qualifies as an obligation imposed by
law., The Bonds will have a cash flow requirement that is not
greater than the Unfunded Liability and merely represent the
conversion of that indebtedness into another form with perhaps a
different payment term and similarly qualify as obligations
imposed by law.

In addition, the Bonds take on other characteristics of the
Unfunded Liability. As the court concluded in Teed, “[a] bond is
not an indebtedness or liability -~ it is only the evidence or
representative of an indebtedness ....”" Teed, 112 cal. at 327.
With the issuance of the Bonds, the City has not satisfied its
obligations under City Charter and the Retirement Law, it has
simply changed the form of its obligation. The characteristics
of the indebtedness remain the same and are transferred to the
Bonds.

The provisions of Government Code Section 53552, relating
to the refunding of voter-approved general obligation bonds,
illustrates that a refunding instrument (i.e., the Bonds) even
in a greater principal amount, or for a different duration, or
both, is still an obligation imposed by law if the total amount
payable thereunder is less than the total amount currently
payable on account of the Unfunded Liability. There, it is
provided that refunding bonds may be issued without additional

voter approval, if the sum of total net interest cost to

-13-
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maturity on the refunding bonds plus the principal amount of the
refunding bonds does not exceed the sum of total net interest
cost to maturity on the bonds to be refunded, plus the principal
amount of the bonds to be refunded. In other words, if the
amount the taxpayers are obligated to pay after refunding is not
greater than before, the obligation is one that has already been
approved, notwithstanding a change if form of the obligation.

In the case of the Bonds, the overall payments on account
of debt service on the Bonds, inclusive of financing costs,
based on the average of the fixed interest rate on the fixed
rate Bonds and historical interest rates for the variable
interest rate Bonds, will be less than the amount of the
Unfunded Liability, plus interest thereon at the current
actuarial rate of 7.75% per annum, for the remaining
amortization period of the Unfunded Liability. It is this
amount that is the obligation imposed by law.

In the Indenture of Trust, the City has authorized the Bond
trustee to enforce the City's obligations under the Retirement
Law for the benefit of the holders of the Bonds. Complaint,
Exhibit D. To conclude that the Bonds do not, in essence, mirror
or reflect the Unfunded Liability would be to find that the
Bonds constitute a new or different obligation of the City and
would directly contradict the court's finding in Teed that “a
mere change in the form of the evidence of indébtedness is not

the creation of a new indebtedness.” Teed, 112 Cal, at 327.

-14-




O 0 =~ O i b W N

NN ) L e e e e
R O S8 R EgSc xS &akr »5 B = =

26
27
28

Case 12-32118 Filed 04/21/14 Doc 1393

VI. THE REQUISITE PROCEDURES UNDER CODE OF CIVIL PROCEDURE
SECTIONS 860 ET SEQ. HAVE BEEN SATISFIED, AND ENTRY OF A DEFAULT

JUDGMENT IS MERITED,

On October 23, 2006, this Court issued its Order pursuant
to Section 861 of the California Code of Civil Procedure
requiring that Plaintiff serve Defendants herein by: (a)
publication of the Summons in The Record for three successive
weeks, (b) posting a copy of the Summons in a public place
within the boundaries of City of Stockton, and (¢) mailing
copies of the Summons and Complaint to those persons, if any, or
their attorneys of record who, not later than December 15, 2006,
which is 10 days after such publication is complete, either have
expressly notified in writing Plaintiff's attorneys of record of
their interest in this matter or have filed and served actions
against Plaintiff challenging, inter alia, the validity of the
Resolution.

These notification procedures satisfy the requirements of
the validation statutes. Cal. Code Civ. Proc. §861. Despite
these various efforts to notify interested persons, no pleading
of any type was filed within the statutory, court-ordered time
limit.

Therefore, this Court's jurisdiction is complete. As stated
in California Code of Civil Procedure Section 862:

Jurisdiction shall be complete after the date

specified in the summons. Any party interested may,

not later than the date specified in the summons,
appear and contest the legality or validity of the
matter sought to be determined.

-15-
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The present validation proceeding is expressly provided for
by the Code of Civil Procedure Sections 860, et seq. and
Government Code sections 53510 et seq. and similar proceedings

have been approved in analogous cases. See, e.q., Graydon v.

Pasadena Redevelopment Agency, 104 cal. App. 3d 631, 645-46, 164

cal. Rptr. 56, cert. denied, 449 U.S. 983 (1980) (upholding

local agency construction contract against attack in light of
validation action time limits); Walters, 61 Cal. App. 3d at 468,
supra. Therefore, this Court's jurisdiction is complete and

default judgment is warranted.

DATED: December 20, 2006

COURTNEY L. JONES, ESQ.
Jones Hall, A Professional
Law Corporation

Attorneys for Plaintiff

o Cafren S D

Courtney L.\Jones, Esq.

~16-
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FOOTNOTES

! Government Code Section 20053.
2 Government Code Section 20814.
3 Government Code Sections 20710 et. seq.
4 government Code Section 20812.

3 Code of Civil Procedure Section 860 authorizes a public agency “upon
the existence of any matter which under any other law is authorized to be
determined pursuant to this chapter, and for 60 days thereafter, [to] bring
an action in the superior court of the City in which the principal office of
the public agency is located to determine the validity of such matter.”

6 The related documents for which validation is brought are contracts or
obligations of the City directly related to the City’s financial obligations
and thus inclusion also is appropriate for them under Government Code
Sections 53511 and 53589.5. A “contract” under Government Code Section 53511
is limited to those agreements relating to a local agency'’s financial
obligations or its ability to meet those obligations. Ontaric v. Superior
Court of San Bernardino County, 2 Cal. 3d 335, 344, 85 cal. Rptr. 149 (1970}).
See also, Walters v. County of Plumas, 61 Cal. App. 3d 460, 132 cal. Rptr.
174 (1976) (only contracts relating to the local agency’s financial
obligations or the marketability of its instruments for financing its
obligation are within the terms of 53511).

7 Government Code Section 5025 provides that “The contracting agency
shall make such contribution for its employees in this system, as is
recommended by the actuary and approved by the board and certified by it to
the contracting agency.”

? Generally, courts decline to defer to a legislative body’s judgment
where: (i) the legislative body’s actions are not within or cleosely related
to the types of functions traditionally performed by counties, e.g., Byers v,
Board of Supervisors, 262 Cal. App. 2d 148, 160, 68 Cal. Rptr. 549 (1968);
{ii) there was an impermissible delegation of duties required to be performed
by the City, e.g., Tax Factors, Inc. v. County of Marin, 20 Cal. App. 24 79,
85, 66 P. 2d 666 (1937); or (iii) the City was intruding into areas subject
to the control and jurisdiction of others, e.g., Hicks v. Board of
Supervisors, 69 Cal. App. 3d 228, 241, 138 Cal. Rptr. 101 {1877).

9 Article XVI, Section 18 sets forth: "No county, city, town, township,
board of education, or school district, shall incur any indebtedness or
liability in any manner or for any purpose exceeding in any year the income
and revenue provided for that year, without the assent of two-thirds of the
voters thereof, voting at an election to be held for that purpose. . . .

10 uphe ¢lear intent expressed in the [constitutional debt limitation]
was to limit and restrict the power of the municipality as to any
indebtedness or liability which it has discretion to incur or not to incur.
But the stated salary of a public officer fixed by statute is a matter over
which the municipality has no control, and with respect to which it has no
discretion; and the payment of his salary is a liability established by the
legislature at the date of the creation of the office. It, therefore, is not

Footnotesg-1
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an indebtedness or liability incurred by the municipality within the meaning
of .... the constitution.” Lewis, 99 Cal. at 413.

11 1n compton, the court concluded that under the Lotts decision
discussed above, all public empioyee malaries are exempt from the
constitutional debt limitation. Compton, 165 Cal. App. 3d at 96.

12 urhe purpose of this part is to effect economy and efficiency in the
public service by providing a means whereby employees who become
superannuated or otherwise incapacitated may, without hardship or prejudice,
be replaced by more capable employees, and to that end provide a retirement
system consisting of retirement compensation and death benefits.”

13 «pensions are a government obligation of great importance. They help
induce faithful public service and provide agreed subsistence to retired
public servants who have fulfilled their employment contracts.” Carman, 31
Cal. 34 at 325 n.4, citing Bellus v. City of Eureka, infra.

1819
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Actuarial Office
P.O. Box 1494
/ Sacramento, CA 95812
“~.  Telecommunications Device for the Deaf - (816) 795-3240

(688) CalPERS (225-7377) FAX (916) 795-2744

August 30, 2006

SAFETY PLAN OF THE CITY OF STOCKTON (EMPLOYER # 55)
Annual Valuation Report as of June 30, 2005

Dear Employer,

Endosed please find a copy of the June 30, 2005 actuarial valuation report of your pension plan. This report contains
{important achsarial information about your pension pian at CalPERS. Your CalPERS staff actuary is avallable to discuss
the report with you.

Changes Since Prior Year’s Valuation

There may be changes spedific to your plan such as contract amendments and funding changes.

In lieu of sending employer contributions on a repartable payroll cyde, Public Agendes can now their annual
required contributions. With this report, we have added a line entitled “Annual ;'ment Option”. discounted
amounts payable under this option are shown on Page 5 for the 2006/2007 and 2007//2008 fiscal years.

Future Contribution Rates

‘The exhibit below displays the required employer contribution rate and Superfunded status for 2007[2008 along with
an estimate of the contribution rate and the probable Su inded status for 2008/2009. The estimated rate for
200812009 Is based salely on a projection of the investment return for fiscal 2005/2006, namely 119%. Please
disregard any prujections that we may have provided to you in the past.

Fiscal Year Employer Contribution Rate Superfunded?
2007/2008 31.725% RO
2008/2009 31.3% (projected) NO

Member contributions (whether paid by the employer or the employee) are In addition to the above rates.

The estimate for 2008/2009 also assumes that there are no future amendments and no hability gains or losses (such as

targer than expected pay Increases, more retirements than expected, etc.). This Is a very important assumption

because these gains and losses do occur and can have a significant effect on your contribution rabte. Even

for the largest plans, such gains and losses often cause a change In the employer’s contribution rate by one or two

percent, even larger in some less common instances, These gains and losses cannaot be predicted in advance so the
projected employer contribution rate for 2008/2009 is just an estimate, Your actual rate for 2008/2009 wilt be

provided in next year'’s report. »

We are very busy preparing actuarial valuations for other public agendes and expect to complete all such valuations by
the end of October. We understand that you might have a number of questions about these results. While we are very
interested in discussing these results with your agency, in the Interest of allowing us o give every public agency their

result, we ask that, if at all possible, you wait until after October 31 to contact us with questions. If you have
questions, please call (888) CalPERS (225-7377).

Sincerely,

= Lo,

Ronald L. Seeling, Ph.D., F.CA, AS.A, MAAA. ’

Enrolled Achyary
Chief Actuary, CalPERS

California Public Employees’ Retirement System
Lincoin Plaza - 400 Q Street - Sucramento, CA 95814
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ACTUARIAL VALUATION

as of June 30, 2005

for the
SAFETY PLAN
of the
CITY OF STOCKTON

(EMPLOYER # 55)

REQUIRED CONTRIBUTIONS
FOR FISCAL YEAR
July 1, 2007 =June 30, 2008

California Public Employees’ Retirement System
P.O. Box 942709

Sacramento, CA 94229-2709
(888) CalPERS (225-7377)
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

ACTUARIAL CERTIFICATION ... .

To the best of aur-knowledge, this report is complete and accurate and contains sufficient Information to
disclose, fully and falrly, the funded condition of the SAFETY PLAN OF THE CITY OF STOCKTON. This
valuation is based on the member and finandial data as of June 30, 2005 provided by the various CalPERS
databases and the benefits under this plan with CalPERS as of the date this report was produced. It is our
opinlon that the valuation has been performed in accordance with generafly accepted actuarial principles, in
accordance with standards of practice prescribed by the Actuarial Standards Board, and that the
assumptions and methods are internally consistent and reasonable for this plan, as prescribed by the

CalPERS Board of Administration acoording to provisions set forth in the Catifornia Public Employees’
Retirement Law.

The below listed are actuaries for CalPERS. All are members of the American Academy of Actuaries and

Sodiety of Actuaries and meet the Qualification Standards of the American Academy of Actuaries to render
the actuarial opinion contained hereln,

/.

Bill Karch, A.S.A.,, MAAA, ]
Associate Penslon Actuary, CalPERS "y

=

Ron Seeling, Ph.D., F.C.A., AS.A, MAAAA,
Enrofied Actuary
Chief Actuary, CalPERS

Page 1
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Purpose of the Report

This report presents the results of the June 30, 2005 actuarial valuation of the SAFETY PLAN OF THE CITY
- OF STOCKTON of the Califormia Public Employees’ Retirement System (CalPERS). The valuation was -

performed by CalPERS staff actuaries in order to;

= set forth the actuarial assets and funding liabliities of this ptan as of June 30, 2605; i
= .certify the actuarially required employer contribution rate of this plan for the fiscal year July 1, 2007

through June 30, 2008 Is 31.725%; _

= provide actuarial information as of June 30, 2005 to the CalPERS Board of Administration and other

interested parties; and

+  provide pension information as of June 30, 2005 to be used in fitancial reports subject to Governmental
Accounting Standards Board (GASB) Statement Number 27 for a Single Employer Defined Benefit

Pension Plan.

Use of this report for ather purposes may be inappropriate.

Required Contributions

Fiscal Year Fiscal Year
200672007 2007/2008

Required Employer Contributions )
Employer Contribution Required (in Projected Dollars) o

Payment for Normal Cost ¥ % 9,639824 4 10,300,189

Payment on the Amortization Bases 6,319,792 6,574,947

Total (not less than zero) $ 15,959,616 $ 16,875,136

Annual Prepayment Option* % 15374953 % 16,256,934
Employer Contribution Required (Percentage of Payroll)

Payment for Normal Cost 19.412% 19.364%

Payment on the Amortization Bases 12.726% 12.361%

Total (not less than zerq) 32.138% 31.725%
Required Employee Contributions {Percentage) 9.000% 9.000%
Funded Status

June 30, 2004 June 30, 2005

Present Value of Profected Benefits RIS 626,916,248 668,642,101
Entry Age Normal Accrued Liability 504,302,910 536,142,694
Actuarial Value of Assets (AVA) 401,037,575 428,574,694
Unfunded Liability $ 103,265,334 3§ 107,568,000
Funded Status {on an AVA basis) 79.5% 73.9%
Market Value of Assets (MVA) $ 395,438,386 3§ 443,374,386
Funded Status (on an MVA basis) 78.4% 82.7%
Superfunded Status No No

*Payment rmust be recelved by CalPERS between July 1 and July 15.

Page 5
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005

SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Cost and Volatility

Actuarial Cost Estimates In Genefal

What wiii this pension plan cost? Unfortunately, there Is no simple answer. There are two major reasons for
the complexity of the answer. First, all actuariai calculations, Including the ones in this report, are based on
a number of assumptions about the future. . '

« There are demographic assumptions about the percentage of employees that will tenminate, die,
become disabled, and retire in each future year.

« _ There are econamic assumgptions about future salary Increases for each active employee, and the
assumption with the greatest impact, future asset returns at CalPERS for each year Into the future
until the last dailar is paid to current members of your plan. '

While C2IPERS has set these assumptions to reflect our best estimate of the real future of your plan, it must
be understood that these assumptions are very long term predictors and will surely not be realized each
year as we go forward. For example, the assumption for Investment retum s 7.75% per year. ‘The actual
asset eamings for the past 15 years at CalPERS have ranged from -7.2% to 20.1% while the 15 year
compound retum has been 9.7%. :

Second, the very nature of actuarial funding produces the answer to the question of plan cost as the sum of
two separate pieces. :
« The Normal Cost (i.e., the future annuai premiums In the absence of surplus or unfunded Hability)
expressed as a percentage of total active payroll. : :
» The Past Service Cost (l.e., Accrued Liabliity — representing the current value of the benefit for all
credited past service of current members) which Is expressed as a lump sum doliar amount.

“The cost Is the sum of a percent of future pay and a lump 'sum dollar amount (the sum of an apple and an
crange i you will). To communicate the total cost, elther the Normal Cost {i.e., future percent of payroll)
must be converted to a lump sum dollar amount (in which case the total cost is the present value of
benefits), o the Past Service Cost (L.e., the lump sum) must be converted to a percent of payroll (in which
case the total cost Is expressed as the employer’s rate part of which Is permanent and part temporary).
Converting the Past Service Cost lump sum to a percent of payrall requires a spedific amortization period.
So, the employer rate can be computed In many different ways depending on how long one will ke to pay
for it. And as the first point above states; all of these results depend on all assumptions being eaciy
realized.

Rate Volatility

As Is stated above, the actuarial calculations supplied In'thls comimurilcation e based on & numiber of
assumptions about very long term demographic and econamic behavior. Unless these assumptions
(terminations, deaths, disabilities, retirements, salary growth, and investment retum) are exadly realized
each year, there will be differences on a year to year basis. The year to year differences between achual
experience and the assumptions are called actuarial gains and Jasses and serve to raise or lower the
employer’s rates from year to year, Therefore, the rates will inevitably fluctuate, espedially due to the ups
and downs of investment retums. o

Plans that have higher asset to payroll ratios produce more volatile employer rates. On the following page
we have shown your volatility index, 3 measure of the plan’s potentiai future rate volatility. We are
disclosing the ratio of accrued liabllity to payroll, rather than assets to payroll because the desired state for
any plan is to be 160% funded (.., with assets equal to accrued Habifity). 1t should be noted that this
yatio Increases over time but generally tends to stabilize as the pian matures. '

Beginning with the June 30, 2004 ackuarial valuation, rete stabliization methodologles were Implemented.
Although there is no method that can provide perfectly stable rates, the new methods have been shown to
be very effective In mitigating rate volatility. It continues to be true that a plan that has a volatility index
that Is three times the index of a second plan will have three times the volatility In rates as compared to the
second plan. However, the amount of change has béen dramatically reduced through the rate stabilization

Page 6
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CALPERS ACTUARIAL VALUATICN - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

process. In most situations, the new rate stabifization poficies will reduce rate voiatility due to actual galns
and losses by about 50%.

As of June 30, 2005
Accrued Liability 536,142,634
Payroft 48,325,899
Volatility Index ' 11.1
Average Valatililty Index for All Plans with 3.0% @ 4.3

50 Safety Retirement Formula*

* Indudes pooled and non-poaled plans

Changes Since Prior Valuation
Actuarial Assumptions

There were no changes made to the actuarial assumptions since the prior year's achsarial valuation, The
only exception would be changes necessary to reflect a.t:_ggneﬁt amendment.

Actuarial Methods

There were no changes In actuarial methods since the prior year's actuarial valuation.
Benefits

The standard actuarial practice at CalPERS is to recognize mandated legislative benefit changes in the first
annual valuation whose valuation date follows the effective date of the legisiation. Voluntary benefit

changes by plan amendment are generally included in the first valuation whose report is dated after the
amendment becomes effective.

This valuation generally reflects plan changes by amendments effective before the date of the report.
Please refer to Appendix B for a summary of the plan provisions used in the valuation, The effect of any
plan amendments on the unfunded liabllity Is shown in the GAIN/LOSS ANALYSIS section and the effect on
your employer contribution rate is shown in the RECONCILIATION OF REQUIRED EMPLOYER
CONTRIBUTIONS section of this report. It should be noted that no change in liability or rate Is shown for
any plan changes which were already Induded In the prior year’s valuation.

Subsequent Events

There were no significant subsequent events to report In this valuation.

Page 7
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Development of Accrued and Unfunded Liabilities

1 Present Value of Projected Benefits

a) Active Members % 335,897,787
b) Transferred Members 3,156,985
¢) Terminated Members 3,817,409
d) Members and Beneficiaries Recelving Payments 325,765,920
e) Total 668,642,101
2 Presant Value of Future Employer Normai Costy | 85,761,950
3 Present Value of Future Employee Contributions 42,737,457
4 Entry Age Normal Accrued Liabllity .
a) Active Members [(1a) - (2) - (3)] 203,398,380
b) Trensferred Members ) 3,156,985
c) Terminated Members 3,817,409
d) Members and Benefidaries Recelving Payments 325,769,920
) Total 536,142,694
5 Achsarial Value of Assets 428,574,694
6 Unfunded Accrued Liability/(Excess Assets) [(4e) 14{5)] 107,568,000

Pege 11
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SAFETY PLAN OF THE CITY OF STOCKTON
" EMPLOYER NUMBER 55 .

'Roll Forward of Unfunded Liabilities

There isatwo year fag between the Valuation Date and the Contn’bulm Fiscal Year,

« The assets, Kabllities and funded status of the plan are measured as of the valuation date (June 30

* 2005).

e The employer contribution rate determined by the valuation is for the ﬁscal year beginning two ymrs

. after the valuation date (fiscal year 2007-2008).

. This two year lag is necessary due to the amount of time neededtoexuactand test the membafshlpand
financial data, and due to the need to provide public agendes with thelr employer contribution rates well in

advance of the start of the ﬁsml yeat,

The Unfunded Liabllity is used to determine the employer contribution and therefore must be rolled forwand
two years from the valustion date to the first day of the fiscal year for which the contribution &s belng -
. determined, The Unfunded Liabifity Is rolled forward each year by subbracting the exped=ad Payment on the
Unfunded Liabiity for the fiscal year and adjusting for interest. The Expected Payment on the Unfunded
Liabillity for a fisca! year is equel to the Expected Employer Contribution for the fiscal year minus the
Expected Normal Cost for the year. The Employer Contribution Rate for the first fiscal year is determined by
the actuarial valuation two years ago and the rate for the second year Is from the actuariat valuation one
year ago. The Normal Cost Rate for each of the two fiscal years Is assumed to be the same as the rate
determined by the current valuation. All expected doilar amounts are determined by multiplying the ral’e by

u\e expected payroll for the applicable fiscal year.

Retirement Program ..

e
Employer Contribution Rate for 2005/2006 from 6/30/2003 Valuation®
Profected Annual Payroll for 2005/2006 from 6/30/2005 Valuation® $
Employer Contribution Rate for 2006/2007 from 6/30/2004 Valuation!
Projected Annual Payroll for 2006/2007 from 6/30/2005 Valuation? $
Projected Annual Payroll for 2007/2008 from 6/30/2005 Valuation® . $
Employer Normal Cost Rate from 6/30/2005 Valuation

LA Aol e

7. 6/30/2005 Unfunded Liability $
8. Expected Employer Normal Cost for 2605/2006 = (6) x (2)
9. Expected Employer Contribution = (1) x (2)
10. Expected Payment on Unfunded Llability = (5) - (8)
11, Expected Interest on (7) and (10) at 7.75% assuming mid-year
payments of contributions

12. 6/30/2006 Expected Unfunded Liability = (7) - (10) + (11)

13. Expected Employer Normal Cost for 2006-2007 = . (6) x (4) $
14. Expected Employer Contribution = (3) x (4)

15. Expected Payment on Unfunded Liability = (14) - (13}

16, Bxpected Interest on (12) and (15) at 7.75%

17. 6/30/2007 Rolled Forward Unfunded Liabifity = (12] - {15) + (16)

34.714%
49,896,491
32.138%
51,518,127
53,192,466
19.364%

107,568,000
9,661,957

17,321,068

7,658,111
8,045,268

107,954,157

9,975,970
16,556,896
6,580,926
8,116,196
109,489,427

'An adjustment has been made in cases where there was an amendment during the year to reflect the

partial year's payment for the amendment,
Iannual payroll ks assumed to Increase by 3.25% each year,

P
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CL!.PERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STGCKTON
" EMPLOYER NUMBER 55

(Gam)ll.oss Analysus 6130104 6!30[05

' To calculate the cost requlrements nf the plan, assumptions are made about future events that affect the
~ amount and timing of benefits to be paid and assets to be accumulated.. Each year actual experience Is

mmpared to the expected experience based on the acmaﬂal assumgptions. This results in acmarial galns or ‘
lossa, as shown below,

A Total (Gain)/Loss for the Year

b NPV W N
seaNpt g

Co
1.
L
3
4

Unfunded Liability/(Excess Assets) as of 6]30]04

Expected Payment on the Unfunded Liabiltty {UL} during 2004/2005
Interest through 6/30/05 (0775 x (A1) - ((1.0775)* - 1) x {A2)]
Expected UL before all other changes [{Al) ~ (A2) + (A3)]

Change in UL due to new plan changes -

Change in UL due to change in actuarial methods

Change in UL due to additional contributions

Expected UL after all other changes [(A4) + (AS) + (A6) + (A7)]
Actual UL as of 6/30/05

Total (Gain)ILoss for 2004/2005 [(A9) - (A8)]

ntnbution (Gain)/loss for the Year

Contribution

Expected Interest on Expected Contributions
Actusal Contribitions

Expected Interest on Actual Contributions
Confribution (Galn)/Loss [{(B1) + (B2) - ®)- (B4))

C Asset (Gain})/Loss for the Year

pNONAWNE

Actuarial Value of Assets as of 6/30/04

Contributions Received during 2004/2005

Benefits and Refunds Paid during 2004/2605 .

Transfers/Misc. Adjustments paid during fiscal 2004/2005 .
Expected Int. [.0775 x (C1) + ((1.0775)" - 1) x ((Q2) + (C3) + (C4))]
Expected Assets as of 6/30/05 [(C1) + (C2) + (C3) + (C4) + (C5)]
Actuat Actuarial Value of Assets as of 6/30/05

Asset (Gain)fLoss for 2004/2005 [(C8) - (C7))

_.D Liability (Gain)/Loss for the Year

1.
2,
3
4.

Total (Galn)/Loss (A10)

Contribution (Gain)/Loss (B5)

Asset (Gain)/Loss (CB)

Liabllity (Galn)/Loss [(D1) - (D2) - {D3)]

Development of the (Gain)/Loss Balance as of 6/30/05

QAWM

(Gain)/Loss Balance as of 6/30/04

Payment Made on the Balance during 2004/2005

Interest through 6/30/05 [.0775 x (1)} - ((1.0775)2 - 1) x ()]
Scheduled (Gain)/Loss Balance as of 6/30/05 [(1) - (2)+ (3)]
(Gain)/Loss for Fiscal Year ending 6/30/05 {(A10) above]

final (Gain)/Loss Balance as of 6/30/05 [{4) + (5)]

103,265,334
6,269,014
7,764,672

104,760,952

0

0
. 0
104,760,992
107,568,000

~ 2,807,008

© 19,503,910

741,675
19,761,442 -

751,468

(267,325)

401,037,576
19,761,442
(24,136,063)

(57,263)
30,911,881
427,517,573
428,574,604

(1,057,121)

2,807,008
(267,325)
(1,057,121)

4,131,954

112,572,236
5,669,756
8,508,745

115,411,225
2,807,008

118,218,233
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON

. EMPLOYER NUMBER 55
. ' Development of Required Employer Contributions
Fiscal Year2007/2008
Percentage of Estimated §
Projected Payroll Based On
- Projected Payroll

Employer Contribution Required '
Payment for Normal Cost 19.364% $ 10,300,189
Payment on Amortization Bases 12.361% 6,574,947
Total (not less than zero) 31.725% 16,875,136
Annual Lump Sum Prepayment Option® 16,256,934

*Prepayment must be recelved by CalPERS between July £ and July 15,

Reconciliation of Required Employer Contributions

Percentage Estimated $

Ty of Based on
Projected Projected
. 7 . Payroll Payroll
1 Contribution for 7/1/06 - 6/30/07 32.138% $ 15,959,616
2 Effect of changes since the prior valuation

a) Effect of unexpected changes in demographics and finandal results  (0.434%) (231,618)
b) Effect of plan changes 0.000% o
¢) Effect of elimination of amortization base 0.000% 0

d) Effect of change In payrofl N/A 1,135,553
€) Effect of chianges in Acharia) Methods or Assumptions 0.000% ) 0
f) Effect of changes due to additional contributions . 0.000% 0
g} Effect of changes due to Fresh Start 0.021% 11,585
h) Net effect of the changes ahove [Sum of (a) through (g)] (0.413%) 915,520
3 Contribution for 7/1/07 - 6/30/08 [(1)+(2h]] .. 31.725% 16,875,136

The contribution achually pald (tem 1) may be different if a prepayment of unfunded actuarial labllity ts
made or a plan change became effective after the prior year’s actuarial valuation was performed.
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Employer f.‘ontr:bution Rate History

The table below praovides a hlstory of the employer contribution rates for your pian since July 1 2005 as

determined by the annual actuarial valuation. It does not account for prepayments or benefit changs
made in the middle of the year,

Required By Valuation
Fiscal Employer Tolal Employer
Year Normal Cost Unfunded Rate
2005 - 2006 15,208% 15.506% . 34.714%
2006 - 2007 19.412% 12.726% 32.138%
2007 — 2608 19.364% 12.361% 31.725%

Funding History

"The Funding History below shows the recent history of the actuarial value of assets, actuarial acaued llablllty, thelr
relationship, and the relationship of the unfunded actuarial acorueed Habllity to payroll.

Valuation Accrued * Actuarial Unfunded Funded Annual ULAsa
Date Liability Value of Liability Status Covered % of
(a) Assets {(a)-(b) {b)/{(a) Payroll Payroll
(b) S {c) La)y-(b)1/{c)
05/30/03 $ 473,038,190 4 380,682,293 $ 92,355,897 80.5% $ 43,816,129 210.8%
06/30/04 504,302,910 401,037,576 103,265,334 79.5% 45,115,799 228.9%
06/30/05 536,142,694 428,574,654 107,568,000 79.9% 48,325,899 222.6%
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+ RECONCILIATION OF THE MARKET VALUE OF ASSETS
» DEVELOPMENT OF THE ACTUARIAL VALUE Of ASSETS
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Tt
CALPERS ACTUARIAL VALUATION - JUNE 30, 2005

SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Réconciliation of the.Market_\lalue_of,Assets

1 Market Value of Assets as of June 30, 2004 , % 395,438,386
. 2. Employer Contributions 14,958,864
3 Employee Contributions ) ' 4,802,578
4  Benefit Payments to Retirees and Beneficiarles (24,053,515)
‘S5 Refunds {82,548)
6 Lump Sum Payments . . : 0
7  Transfers and Miscellaneous Adjustments {57,263)
B8 Investment Retum ' 52,367,884
9 Market Value of Assets as of June 30, 2005 [3 443,374,386

[(LHRI+EYHAHS)HE)H7)+B))

Development of the Actuarial Value of Assets

1. Actuarial Value of Assets as of June 30, 2004 $ 401,037,576
2. Employer Contributions . 14,558,864
3. Employee Contributions 4,802,578
4. Benefit PFayments to Retirees and Beneficiaries (24,053,515)
5. Refunds R {B2,548)
6. Lump Sum Payments : ‘ 0
7. Transfers and Miscellaneous Adjustments . (57,263)
B. Bxpected Investment Income at 7.75% 30,911,881
9. Expected Actuarial Value of Assets % 427,517,573
(1) + (2) + (3) + (4) + (5) + (6) + (7) + (B))
10. Market Value of Assets as of June 30, 2005 , $ 443,374,386
11. Prefiminary Actuarial Value of Assets [(9) + ((10) - (9)) / 15] 428,574,694
12. Maximum Actuarial Value of Assets (120% of (10)) 532,049,263
13. Minimum Actuarial Value of Assets (80% of (10)) ‘ 354,699,509
14, Final Actuarial Vaiue of Assets {Lesser of [{12), Greater of ((11), (A3))} % 428,574,694

15. Actuaria! Valie tn Market Vatue Ratio

96.7%
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER HUMBER 55

Asset Allocation™

The asset allocation 2nd market value of assets shown below reflect the values of the Public Ermployees
Retirement Furd {(PERF} in its entiretly as of hme 30, 2005, The assals for CITY OF STOCKTON SAFETY
PLAN are part of the Public Employees Retirement Fund (PERF) and are lnvested acoordingly.

(A) {B) ' (€] (D)
Asset Class Market Vatue Current Target
{4 Billion) Allocation
1) Towal Cash E_quivalenls 5.3 2.7% 0.0%
2) Totsl Global Fxed Income 54.3 28.0% 26.0%
3) Totzl Equities 124 6 64.3% 66.0%
4) Totst Real Estate X 5.0% 8.0%
“Tota) Fund- - - -1938- - - 100 0% b -100,0% -
5.0 2.7%

* The starting point and most Imporznt element of CalPERS” successid retuim on investment is the asset
allocation or diversification among stodks, bonds, cash and other investments.  Asset allocation Is not an
asset-only or Tabllity-only dedision. Alf factars, indluding Kabilities, benefit payments, operating expernses,
and emplayer and member contributions are taken Into actount in determining the appropriate asset

allocation mbe. The goal is tn maximize relurns at a prudent evel of risk which presents an ever-changing
balanding act betwesn market volatliity and long-term goals,

CalPERS follaws a strategic asset aliocation policy that identifies the percentage of funds to be invested In
each asset class.
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE OOTY OF STOCKTON
EMPLOYER NUMBER 55

S .. Summary of Valuation_ Data

June 30, 2004
1. Active Members -

a) Counts 605
b) Average Attalned Age 38.48
c) -Average Enbry Age to Rate Plan 27.82
d) Average Years of Service 10.65
e) Average Annual Covered Pay $ 74,572
f) Annual Covered Payroll 45,115,799
9) Projectad Annual Payroll for Cantribution Year 49,659,099
h) Present Value of Future Payroll 438,910,074

2 Traﬁsfen-ed Members

a) Counts '

b) Average Altained Age 41.44

¢} Average Years of Service 271

d) Average Annual Covered Pay 69,360
3, Terminabed Members Uy

a) Counts

b) Average Attained Age . 37.04

€} Average Years of Service 2.63

d) Average Annual Covered Pay 45,238
4. Retired Members and Beneficiaries

a) Counts 563

b) Average Attained Age §3.19

c} Average Annual Benefits $ 39,874

5. Active to Retired Ratio [1(a)/4(a)]

June 30, 2005

631

38.2

27.77

1045
76,586
48,325,899
53,192,466
474,860,788

66
41.84
238
71,797

37.40
3.14
46,822

569
63,53
43,404

" 11

Counts of members induded in the valuation are caunts of the records processed by the valuation. Multiple

records may exist for those who have service in more than o
double counting of liabllities, 3

he valuation group, This does not result In
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CALPERS ACYUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTO
EMPLOYER NUMBER 55

4

Active_Members

Distribution of Active Members by Age and Service

Years of Service at Valuation Date

Attalned 04 59 10-14 15-19 20-25 25+ Total
. A,ge _
15-24 19 ] 0 0 0 ) 19
25-29 70 6 0 0 0 0 76
30-34 57 53 19 0 0 0 124
3539 36 13 68 14 0 0 151
4044 8 16 a7 3 7 0 112
45-49 3 5 20 25 24 11 88
50-54 0 2 5 15 16 44
55-59 0 o 2 6 16
60-64 0 o 1
65 and aver 0 0 .0 0 0
All Ages 193 115 158 81 51 33 631
Distribution of Average Annual Salaries by Age and Service
Years of Service at Valuation Date
Attalned 0-4 5-9 10-14 15-19 20-25 25+ Average
Age .
15-24 $51,929 . $0 0 30 ~§0.... .. $0......%51929
2529 53,840 72,427 ) 0 0 ) 55,307
034 55497 75035 787 0O 0 0 66,522
35-39 55,131 73,775 63508 . 91,788 0 0 75383
40-44 55,101 74,977 82,438 95387 101,302 o 84,530
45-49 52,332 81,186 86,561 89,694 97,040 114,184 92,289
50-54 0 76,167 81,358 89,862 96,565 103,665 95384
55-59 o o 85,437 84,516 98,893 120,209 102,600
60-64 0 0 0 77,043 0 0 77,043
65 and over 0 0 -0 0 0 0 B
Average  $54,411  $74,812 483,151 492,172  $97,667  $110,196  $76,586
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005

SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Retired Members and Beneficiaries

Distribution of Retirees and Beneficiaries by Age and Retirement Type

Non- No
Attained Service  Industrial Industial Indusnt;-lal Industrial Death After :
Age Retirement  Disabillty Disability Death Death Retirement Total
Under 30 0 0 0 0 a i 1
30-34 0 0 4 0 0 0 4
35-39 0 0 12 0 0 0 12
40-44 1] 0 16 0 1 0 17
45-49 0 1 15 0 1 0 17
50-54 17 0 28 0 1 6 52
55-59 50 2 52 0 i 5 110
£0-64 66 3 40 0 2 9 120
65-69 41 1 25 0 1 8 76
70-74 35 0 10 0 1 11 57
75-79 26 0 B 0 0 14 48
80-84 17 0 2 0 0 10 29
85 and 5 0 0 1 1 18 25
Over. i
All Ages 257 7 212 BT | g 82 568
Average Annual Amounts for Retirees and Benefidiaries by Age and Retirement Type
Non- Non-
Attained Service Industrial Industrial Industrial Industial Death After
Age Retirement __ Disability Disability Death Death Retirement _ Average
Under 30 %0 $0 $0 $0 $0 $12,720 $12,720
30-34 0 0 30,293 0 0 S B -30,293
3539 ¢ 0 32,165 0 0 o 32,165
40-44 Y 0 29,999 0 57,579 0 31,621
45-49 0 11,31 26,667 H 62,265 0 27,858
50-54 66,074 0 51,937 ] 77,476 35,444 55,147
55-59 65,705 32,494 54,668 0 25,263 28,130 57,807
60-64 57,870 35,654 42,795 o 26,075 26,500 45,437
65-69 45,905 20,693 47,348 0 25,279 25,240 43,602
70-74 37,386 0 37,407 0 30,650 22,887 34,474
75-79 33,245 0 34,085 0 0 17,367 28,754
80-84 32,694 0 18,821 0 0 18,360 26,794
83:;—# 39,805 0 0 21,025 24,719 15,701 21,095
Average $50,730 $29,138 $43,698 / $21,625 $39,484 $21,599 $43,404
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON

EMPLOYER NUMSER 55 _ ]
Retired NMembers and Beneficiaries .
Distribution o—fketlrees énd Beneﬂdarié bvuY_;ars Retired—a;l;lkeﬁremt;n.t;’vpe
: Non- Non-
Years Service Industrial Industrial Industrial Xndustrial Death After
Retired  Retirement  Disabllity  Disabllity Death Deuth Retirement Total
Under 5 58 0 58 0 0 2 118
Yrs .
59 72 3 51 o 0 4 £ 130
10-14 36 2 39 0 2 8 ‘87
15-19 37 0 36 0 4 16 93
20-24 33 1 14 0 1 5 58
2529 17 1 8 0 1 15 42
30 and 4 ] 6 1 1 28 40
Over
All Years 257 7 212 1 9 82 568

Average Annual Amounts for Retirees and pgqéﬂciaﬁs by Years Retired and Retirement Type

Years  Service 1n:::t;ial Industrial ’ xn?:;t;ial Industrial  Death After .
Retired Retirement  Disabliity _ Disabllity Death Death Retirement  Average
Under5  $69,185 $0 458,808 $0 $0 $34,963 $63,549
:'3 56,229 37,977 48,763 0 0 43,718 52,494
10-14 43,934 27,214 34,122 0 43,822 27,267 37,616
1519 443 0 18,439 0 . 48,909 27,032 38,042
20-24- - 36666 - 20,693 27,790 0 22,085 20,209 - 31,443
2529 30,664 14,011 19,974 0 25,279 16,043 22,902
30and 34,409 0 16,271 21,025 24,719 16,185 18,355
A\g.vrgge $50,730 ., $29,138 - $43,698 . $21,025 $39,484 $21,599 $43,404

~
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial Data

As stated in the Actuarial Certification, the data which serves as the basis of this valuation hasbeen ~
cbtalned from the various CalPERS databases, We have reviewed the valuation data and believe that it is
reasonable and appropriate in aggregate, We are unaware of any potential data Issues that would have a
material effect on the results of this valuation, except that data does not contaln information about

reciprocal systems. Therefore, salary information in these cases may not be accurate. This sttuation is
relatively infrequent, however, and when it does occur, generally does not have a material impact on the
employer contribution rates. |

Actuarial Methods

Funding Method

The actuarial funding method used for the Retirement Program is the Entry Age Normal Cost Method.

Under this method, projected benefits are determined for all members and the associated liabilities are
spread in a manner that produces level annual cost as a percent of pay in each year from the age of hire
g;h-y age) to the assumed retirement age. The cost allocated to the aument fiscal year Is called the normal

The actuarial accrued liabllity for active members Is then calculated as the portion of the total cost of the
plan allocated to prior years. The actuarial accrued liabliity for members cumrently receiving benefits, for
active members beyond the assumed retirement age, and for members entitled to deferred benefits, is

equr;ém U; present value of the benefits expected to bg.paid. No normal costs are applicable for these
partidpan

The excess of the total actuarial accrued liability over the actuarial value of ptan assets is calied the
unfunded actuarial accrued liabilfity. Funding requirements are determined by adding the normal cost and
an amortization of the unfunded Kability as a level percentage of assumed future payrolls, All changes In
liability due to plan amendments, changes in actuarial assumptions, or changes in actuarial methodology are
amortized separately over 3 20-year period. In addition, all gains or losses are tracked and amortized over
a rolling 30 years. Finally, if a plan's accrued Hability exceeds the acharial value of assets, the annual

contribution with respect to the total unfunded liability may not be less than the am rod
year amastization of the unfunded liability. ' ount produced by 2 30-

An exception to the funding rules above Is used whenever the application of such niles results In
inconsistencies. In thesa cases a “fresh start” approach is used, This simply means that the current
unfunded actuarial liability is projected and amortized over a set number of years. As mentioned above, if
the annual contribution on the total unfunded liability was less than the amount produced by a 30-year ’
amortization of the unfunded liability, the plan actuary would Implement a 30-year fresh start. However, in
the case of a 30-year fresh start, just the unfunded liabiiity not already in the (gain)/loss base (which ’

already is amortized over 30 years) wifl go into the new fresh start base. 1 |
In the following situations: : se, n addition, a fresh start is needed

1) when a positive payment would be required on a negative unfunded actuarial llzbitity {or
conversely a negative payment on a positive unfunded actuarial liability); or

2) when there are excess assets, rather than an unfunded Hiability. Baginning with th
valuation a 30-year fresh start is used in this situation, - Beginning @ June 30, 2004

It shouid be noted that the actuary may choose to use a fresh start under other circumstances. In all cases,

the the fresh start period is set by the actuary at what he deems a ropria d
VeRrS not grEater than 30 ron. ; ppropriate, and will niot be less than ﬁvq
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CALPERS ACTUARIAL VALUATION ~ JUNE 30, 2005

APPENDIX A
* STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS S

Asset Valuation Method

In order to darnpen the effect of short term market value fiuctuations on employer contributiuu rates, I:he

following asset smoothing technique Is used. First an Expected Value of Assets is computed by bringing

- forward the prior year's Actuarial Value of Assets and the contributions received and benefits pald duting the *
year at the assumed actuarial rate of return. The Actuarial Value of Assets Is then computed as the

Expected Value of Assets plus one-fifteenth of the difference between the actual Market Value of Assets and

the Expected Value of Assets as of the valuation date. However in no case will the Actuarial Value of Assets

be less than B0% or greater than 120% of the actual Market Value of Assets.

Miscellaneous

Superfunded Status

If a rate plan Is superfunded (actuarial value of assets exceeds the present value of benefits), as of the

most recently completed annual valuation, the employer may cover their employees” member contributions
(both taxed and tax-deferred) using their employer assets during the fiscal year for which this vahsation
applles. This would entall transferring assets within the Publlc Employees’ Retirement Fund (PERF) from the
employer account to the member accumulated contribution accounts. This change was Implemented
effective January 1, 1999 pursuvant to Chapter 231 (Assembly Bill 2099) which added Government Code
Secﬁon 20816.

Superfunded status appiies only to individua! plans, not risk pools. For rate plans within a risk poot
achuarial value of assets is the sum of the rate pian's side funcl plus the rate plan‘s pro-rata share of non--
side fund assets.

Internal Revenue Code Section 415
‘The limitations on benefits imposed by Intemial Revenue Code Sectlon 415 were nat taken into account ln

this valuation. The effect of these limitations has been deemed immatesial on the overall results of this
valuation.
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CALPERS ACTUARIAL VALUAYION ~ JUNE 30, 2005 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial Assumptlons

Economic Assumptions
Investment Return
71.75% compounded annually (net of expenses). This assumption is used for ali pians.
Salary Growth
Annual increases vary by category, entry age, and duration of service. The assumed Increases are
shown below.
Public Agency Miscellaneous
Duration of Service  Entry Age 20 Enh'y Age 30 Entry Age 40
0 0.1445 0.1265 0.1005
1 0.1215 6.1075 0.0875
2 0.1035 0.0935 0.0775
3 0.0505 0.0825 0.0695
4 0.0805 0.0735 0.0635
5° 0.0725 0.0675 0.0585
10 0.0505 0.0485 0.0435
15 0.0455 0.0435 0.0385
20 0.0415 0.0395 0.0355
25 0.0365 0.0365 0.0345
30 00325 ‘' 0.0325 0.0325
Public Agency Fire
Duration of Service Enbry Age 20 Entry ry Age 30  Entry Age 40
0 0.1075 0.1075 0.1045
1 0.0975 0.0365 0.0875
2 0.0895 0.0855% 0.0725
3 0.0825 0.0775 0.0625
4 0.0765 0.0705 0.0535
5 0.071% 0.0645 0.0475
10 0.0535 0.0485 - 0.0375
15 0.0435 0.0415 0.0365
20 0.0395 0.0385 0.0345
25 0.0355 0.0355 0.0335
30 00325 0.0325 0.0325
Public Agency Police
Durstion of Service  Entry Age 20  Entry Age 30 Enbry Age 40
0 Q.1115 0.1115 0.1115
1 0.0955 0.0955 -0.0955
2 0.0835 0.0835 - 0.080%
3 0.0745 0.0725 0.0665
4 0.0675 .0635 0.0575
5 0.0615 0.0575 0.0505
10 © 0475 0.0445 0.0365
15 0.0435 / 0.0415 0.0355
20 0.0395 0.0385 0.0345
25 0.0365 0.0355 0.0335
30 0.0325 0.0325 0.0325
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STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Public Agency County Peace Officers

Duration of Service - Enbry Age 20—Entry Age-30—Entry Age 40

0

[ - T

10

.15
20

25
30

« The Miscellaneous salary scale Is used for Local Prosecutors.
« The Pollce salary scale Is tsed for Other Safety, Local Sheriff, and School Police.

Overall Payroll Growth

0.1315
0.1115
0.0965
0.0845
0.0755
0.05685
0.0485

0.0435
0.0395

0.0365

0.0325

0.1315
0.1085
0.0915
0.0795
0.0695
0.0625
0.0445
0.0405

0.0385.

0.0355
0.0325

. 01315

0.1055
0.0865
0.0735
0.0635
0.0555
0.0405

0.0385
0.0365

0.0345
0.0325

3.25% compounded annually (used In projecting the payroll over which the unfunded fability is

amortized). This assumption is used for all plans.

Infiation

3.00% compounded annually. This assumgption is used for all plans.

Miscallanepus Loading Fadors
Credit for Unused Sick Leave

Final Average Salary is increased by 1% for those

1

providing Credit for Unused Sick Leave,

‘ Converslon of Employer Pald Member Contributions (EPMC)

- g

agendies that have accepted the provision

Final Average Salary is increased by the Employee Contribution Rate for those agencies that have
contracted for the provision providing for the Conversion of Employer Paid Member Contributions

{EPMC) during the final compensation period.

Norris Decislon (Best Factors)

Employees hired prior to July 1, 1982 have

projected benefit amounts Increased In order to reflect

the use of "Best Factors” In the calculation of optional benefit forms. This Is due to a 1983 Supreme
Court decision, known as the Noris dedsion, which required males and females to be treated
equally in the determination of benefit amounts.. Consequently, anyone already employed at that
time is given the best possible conversion factor when optional benefits are determined, No loading
is necessary for employees hired after July 1, 1982,

A4
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ATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Demographic Assumptions
~_Pre-Retirement Mortality

 Non-Inddstrial DeathRates vary by agéand Gender, Indiistial Death rates Vary by age. See
sample rates in table below. The non-industrial death rates are used for all plans, The Industrial
death rates are used for Safety Plans (except for Local Prosecutor safety members where the
corresponding Miscellaneous Plan does not have the Industrial Death Benefit).

Non-Industrial Death Industrial Death
{Not Job-Related) (Joh-Related)
Age Male Female Male and Female
20 0.00019 0.00009 0.00003
25 0.00027 0.00014 ‘ 0.00007
30 0.00038 0.00021 0.00010
35 0.00054 0.c0031 0.00013
40 0.00077 0.00046 -0.00017
45 0.00110 0.00068 0.00020
50 0.00156 0.00102 0.00023
55 0.00221 - 0.00151 0.00027
60 '0.00314 0.00225 0.00030

Miscellaneous Plans usually have Industrial Death rates set to zero unless the agency has spedfically
contracted for Industrial Death benefits, If so, each Non-Industrial Death rate shown above will be
spiit Into two componerits: 39% will become the Non-Industrial Death rate and 1% will become the
Industrial Death rate, .

Post-Retirement Mortality T :
Rates vary by age, type of retirement and gender. See sample rates in table below. These rates
are used for all plans. )

Non-Industrially Disabled Industrially Disabled

Healthy Reciplents (Not Job-Related) {Job-Related)
Age  Male Female Male Female Male Female
50 0.00245 0.00136 0.014%59 0.01129 0.00546 0.00388
55 0.00429 000253 . 0.02115 0.01481 0.00616 0.00568
60 000721 0.00442 0.02870 " 0.01884 0.01016 0.00818
65 001302 0.00795 0.03617 0.02356 0.01853 0.01214
70 0.02135 0.01276 0.04673 0.03020 0.03369  .0.01760
75 003716 0.02156 0.06552 0.04298 0.05768 0.02774
80 005256 (.03883 0.09481 0.06514 0.08570 0.04590
85 0.10195 0.07219 0.14041 0.10269 0.13032 0.08262
90 0.17379 0,12592 ©.20793 0.16189 0.19588 0.13984
95 025917 0.11773 030752 0.25522 0.29444 0.23566
100 0.34724 0.32036 0.45599" - 0.40235 0.44259 0.35341
Marital Status
For active members, a percentage married upon retirement is assumed according to the following
table.
Member Category Percent Married

Misceltanecus Member 85%

Local Police 90%

Loca! Fire S0%

Other Local Safety _ S0%

School Police S0%
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APPENDIX A

Age of Spouse

1tis assumed that female spouses are 3 years younger than male: spouses. This asmmptlun is

used for al! plans.
Tanninated Members

It is assumed that members refund immediately if nnn-vested retire immediately if ellgible, or

retire at the earllest retirement age if not eligible.

Termination with Refund

" Rates vary by entry age and service for Miscellaneous Plans. Rates vary by senrice for Safety Pians.

See sample mtes In tables below.

Public Agency Miscellaneous

Duration of .

Service EntryAge20 EntryAge25 Entry Age 30 Entry Age 35 EntryAge40 -Entry Age 45
1] 0.1760 0.1691 0.1622 0.1553 0.1483 0.1414
1 D.1561 ., 0.1492 0.1423 0.1353 0.1284 0.1215
2 0.1362 0.1293 0.1224 0.1154 0.1085 0.1016
3 0.1163 0.1094 0.1025 0.0955 0.0886 0.0817
4 0.0964 0.0895 0.0826 0.0756 0.0687 0.0618
-] 0.0283 0.0257 0.0232 0.0205 0.0181 0.0155
10 0.0184 0.0161 0.0139 0.0117 0.0095 0.0073
15 0.0120 0.0102 0.0083. 0.0064 0.0046 0.0027
20 0.0073 0.0057 0.0041 0.0025 0.0009 0.0062
25 0.0034 0.0022 0.0009 0.0002 0.0002 0.0002
0 0.0010 0.0002 0.0002 0.0002 0.0002 0.0002

Publlc Agency Safety :
Duration of Service Fire Pollce County Peace Officer

0 0.0947 0.1299 0.1072

1 0.0739 0.0816 0.0841

2 0.0531" 0.0348 0.0609
3 00333 o033 0.0470
4 0.0290 0.0314 0.0445

5 0.0095 0.0110 0.0156
10 0.0029 0.0068 0.0096
15 0.0021 0.0035 0.0048
20 0.0016 0.0022 0.0022
25 0.0010 0.0015 0.0010
30 D 0009 . 0.0012 0.0006

The Pofice Termination and Refund rates are used for- Puhllc Agency i.oc.ai Prosecutors, Other Safety, Lol

Sheriff, and School Pollce.

A-B
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Termination with Vested Benefits’

Rates vary by entry age and service for Miscellaneous Plans. Rates vary by service for Safety
Plans. See sample rates in tables below,

Public Agency Miscelianeous

Duration of

Service  EntryAge20 EntryAge25 Entry Age 30 EntyAge 35 Entry Age 40

5
10
15
20
25
30

0.0482 0.0439 0.0395 0.0351
0.0390 0.0343 0.0296 . 0.0249
0.0326 0.0274 0.0224 0.0000
0.0245 0.0192 0.0000 0.0000
0.0156 0.0000 0.0000 0.0000
0.0000 0.0000 0.0000 0.0000
Public Agency Safety

Duration of County Peace
Service Fire Police Officer
5 0.0162 0.0187 0.0265
10 0.0061 0.0145 0.0204
15 00058 00094 0.0130
20 0.0053 © 00075 0.0074
25 0.0047 0.0067 0.0043
30 0.0045 0.0064 0.0030
35 0.0000 0.0000 0.0000

0.0307
0.0000
0.0000
0.0000
0.0000
0.0000

= When a member is efigible to retire, the termination with vested benefits probabliity is set to

Zero,

»  The Police Termination with vested benefits rates are used for Public Agency Local
Prosecutors, Other Safety, Local Sheriff, and School Potlce.
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Naon-Industriat (Not Job-Related) Disability
+ Rates vary by age and gender for Miscellaneous Plans.

Rates vary by age for Safety Plans.
Miscellaneous Fire " Police County Peace Officer
Age Male Femsale Maleand Femate Male and Female Male and Female
20 00001 0.0001 0.6001 0.0001 0.0001
25 0.0002 0.0002 0.0001 ‘ 0.0001 - 0.0001
30 0.0002 0.0004 0.0001 0.0002 ' 0.0001
-35 0.0008 0.0010 0.0001 0.0003 ©.0.0002
40 00015 0.0016 0.0001 0.0004 0.0003
45 00024 00023 - 0.0002 0.0005 0.0004
56 0.0037 0.0035 0.0005 0.0008 0.0007
55  0.0045 0.0041 0.0010 0.0013 0.0012
60 0.0055 0.0039 0.0015 - 0.0020 0.0019

o The Miscelianecus Non-Industrial Disabliity rates are used for Local Prosecutors,
«  The Pofice Non-Industrial Disabifity rates are used for Other Safety, Local Sheriff, and School

Palice, T
Industrial (Job-Related) Disability
Rates vary by age and category.

.gge Fire Police County Peace Officer
20 0.0002 0.0006 - 0.0002
pL1 0.0010 - 0.0028 0.0012
30 0.0021 0.0056 0.0025
35 0.0031 0.0084 0.0037
40 0.0041 0.0112 0.0050
45 0.0051 0.0140 0.0062
50 0.0062 0.0167 0.0075
55 0.0601 0.0581 0.0128

60 0.0601 0.0581 0.0128

The Pollce Industrial Disabllity rates are used for Local Sheriff and Other Safety.

Fifty Percent of the Police Industrial Disability rates are used for Schoo! Pallce.

One Percent of the Police Industrial Disability rates are used for Local Proseators.

Normally, rates are zero for Miscellaneous Plans unless the agency has specifically contracted
for Industrial Disability benefits. If so, each miscellaneous non-industrial disability rate will be
split Into two components: 50% will become the Non-Industrial Disablity rate and 50% will
become the Industrial Disability rate.

A8
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APPENDIXA
STATEMENT OF ACTUARIAL METHQDS AND ASSUMPTIONS :
Service Retirement
Public Agency Miscellaneous 2% @ 60
‘ Duration of Service _

Age  SYears 10Years 15 Years 20Years 25Years 30VYears
50 0.0085 00120 00146 00165 00184  0.0206
51 0.0059 0.0082  0.0100 0.0113 0.0126 0.0142
52 0.0032 0.0129 0.0157 0.0178 0.0198 0.0222
53 C.0104 0.0146 0.0177 0.0200 0.0224 0.0251
54 0.0109 0.0154 0.0187 © 0.0211 0.0236 0.0264
55 0.0198 0.0279 0.0339 0.0383 0.0427 0.0479
56 0.0181 0.0254 0.0308 0.0348 0.0389 0.0436
57 0.0208 0.0292 0.0354 0.0400 0.0447 0.0501
58 0.0262 0.0368 0.0447 0.0505 0.0564 0.0632
59 0.0335 0.0471 0.0572 0.0846 0.0721 0.0809
60 0.0615 0.0865 0.1051 0.1187 0.1325 0.1485
61 0.0628 0.0883  0.1073 0.1212 0.1353  0.1517
62 0.1258 0.1767 0.2147 0.2426 0.2708 0.3036
63 0.1263 0.1775 0.2156 0.2436 0.2720 0.3049
o4 0.0972 0.1366 0.1659 0.1875 0.2093 0.2346
65 0.1731 0.2432 0.2955 0.3339 0.3727 0.4178
66 0.0946 01330 0.1616 01625 02038  0.2284
o7 0.1272 0.1787 0.21?.{‘_ 10.2453 0.2738 0.3069

Public Agency Miscellaneous 2% @ 55
Duration of Service

Age SYears 10Years 15Years 20Years 25Years 30 Ysars
50 0.0145 0.0184 0.0224 0.0269 0.0307 0.0356
51 0.0105 0.0135 0.0164 0.0198 0.0226 0.0269
52 0.0114 0.0145 0.0176 0.0212 0.0241 0.0287
53 0.0150 0.0150 00231 0.0278 0.0318 0.0378
L) 0.0199 0.0252 0.0307 0.0369 0.0421 0.0502
55 0.0475 0.0604 0.0734 {.0883 0.1608 0.1200
56 0.0395 0.0502 - 0.0611 0.0735 0.0838 0.0998
57 0.0427 0.0542 0.0659 0.0793 0.090% 0.1078
58 0.0473 0.0601 0.0730 0.0879 0.1003 0.1194
59 0.0510 0.0648 00788 = 0.0948 0.1082 0.1287
&0 0.0715 0.0308 0.1104 0.1328 0.1516 0.1804
61 0.071% 0.0508 0.1104 0.1328 0.1516 0.1805
62 0.1275 0.1620 0.1969 0.2369 0.2704 0.3219
63 0.1287 0.1636 0.1988 0.2392 0.2731 0.3250
54 0.0931 0.1182 0.1438 0.1729 0.1574 0.2350
&5 0.1738 0.2209 0.2686 0.3231 0.3688 0.43%0
&6 0.1085 0.1378 0.1675 0.2016 0.2301 0.2739
67 0.1109 0.1409 0.1713 0.2061 0.2353 0.2801
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Public Agency Miscellaneous 2.5% @ 55, 2.7% @ 55, 3% @ 60
2.3%.@ 55 2.7% @ 55 3% @ 60
Age Male Female Male Female
50 0.05000 0.07000 0,05000 0.07000 9.05600 0.07000
51 0.02000 0.05000 0.02000 0.05000 0.02000 0.05000
52 0.03000 0.05000 0.03000 . 0.05000 0.03000 £.05000
53 0.03000 0,05600 0.03000 0.06000 0.03000 0.05000
54 0.04000 0.05600 0.04000 0.06000 0.04000 0.05000
55 0.08000 0.03000 0.05000 0.10000 0.08000 - 0.09000
- 56 0.06000 0.07000 0.07000 0.08000 0.07000 0.68000
57 0.07000 0.05000 0.08000 0.07000 0.08000 0.07000
58 0.08000 0.10000 0.08000 0.10000 0.09000 0.11000
59 0.03000 0.09000 0.10000 0.05000 0.11000 0.10000
60 0.16000 0.12600 0.17000 0.13000 0.39000 0.15000
61 0.15000 0.10000 0.16000 0.11000 6.17000 0.12000
62 0.26000 0.21000 .0.28000 0.23000 0.3:000 0.25000
‘63 0.22000 £.18000 0.23000 0.20000 0.26000 0.22000
64 0.15000 0.13000 0.16000 0.14000 0.18000 0.16000
65 0.25000 0.25000 027000 0.27000 0.30000 0.30000
66 0.14000 0.15000 0.15000 0.16000 0.17000 0.18000
67 0.12000 0.14000 0.13000 0.16000 0.14000 0.17000
68 0.12000 0.11000 0.13000 0.12000 0.15000 0.13000
69 0.95000 0.13000 0.10000 0.14000 0.11000 0.15000
70 1.00000 1,00000 100000 100000 - 1.00000 1.00000
I
Public Agency Fire %5 @ 55 and 2% @ 55
Age Rate Age Rate
50 0.01588 56 . 0.11079
51 0.00000 57 £.60000
52 0.03442 58 0.09499
53 0.01950 59 0.04409
54 0.04132 60 1.00000
55 0.07513
Public Agency Police 2 @ 55 and 2% @ 55
Age Rate Aas Ratg
50 0.02552 56 0.06921
51 0.00000 57 0.05113
52 0.01637 58 0.07211
53 0.02717 59 0.07043
54 0.00%49 60 1.00000
55 0.16674
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Public Agency Police 2%@ 50

_Duration of Service

Age SYears 10Years 15Years 20Years 25Years 30 Years

- 50 00138 00138 00138 0.0138 00253  0.0451
51 00123 00123 00123 00123 00226  0.0402
52 0.0262 00262 0.0262 ° 0.0262 0.0480  0.0855
53 0.0523 00523 0.0523 0.0523 00957 0.1706
54 0.0697 00697 00697 00697 01275  0.2274
55 00899 00899 00899 00899 0.1645  0.2932
56 0.0638 00638 00638 0.0638 0.1166  0.2079
57 00711 00711 00711 00711 01300  0.2318
58 0.0628 00628 0.0628 0.0628 01149  0.2049
59 0.13%  0.1396 0.13% 01396 01735  0.2544
60 0.1396 01396 0.1396 0.1396 0.1719  0.2506
61 0139 01396 0.1396 0139 01719  0,2506
62 0.13%  0.1396 0.1396 0.1396 0.1719  0.2506
63 0.1396 01396 0.139 0.13% 0.1719  0.2506
64 0.13% 0139 01396 0139 01719  0.2506
65 1.0000  1.0000 10000 10000 1.0000  1.0000

These rates also apply to Local Prosecutors, togal Sheriff, Schoal Police, and Other Safety.

Public Agency Fire 2%@50
Duration of Service
Age 5 Years I0Years 15Years 20Years 25 Years 30 Years

50 0.0065 0.0065 0.0065 0.0065 0.0101 0.0151
51 0.0081 0.0081 0.0081 0.0081 0.0125 0.0187
52 0.0173 0.0173 0.0173 0.0173 0.0267 0.0400
53 0.0465 0.0465 0.0465 0.0465 0.0716 0.1072
54 0.0638 0.0638 0.0638 0.0638 0.0983 0.1471
55 0.0868 0.0868  0.0868 0.0868 0.1336  0.2000
56 0.0779 0.0779 0.0779 0.0779 0.1200 0.1796
57 0.0901 0.0901 0.0501 0.0901 0.1387 0.2077
58 0.0790 0.0790 0.0750 0.0790 0.1217 0.1821
59 0.0729 0.0729 0:0729 0.0729 0.1123 0.1681
&0 0.1135 0.1135 0.1135 0.1135 0.1747 0.2615
61 0.1136 0.1136 0.1138 0.1136 0.1745 0.2618
62 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618
63 0.1136 0.1136 0.1136 0.1136 0.1745 0.2618
6 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618
65 1.0000 1.0000 1.0000 1.0000 1.0000 1.6000
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" Public Agency Pollce 3% & 55

Duration of Service

Age SYears 10Years 15Years 20Years 25Years 30 Years
50 0.0193 00193 00193 00193  0.0397 0.0600
51 00157  0.0157 00157 0.0157  0.034 0.0491
52 0.0163 0.0163 00163 00163  0.0337 0.0510 - .
53 0.0587 0.0s87 00587 0.0587  0.1208 0.1829
54 0.0691 00691 00691 00691 01422 0.2154
55 0.1164 0.1164 01164 01164  0.2397 0.3630
56 0.0756 00756 00756 0.0756  0.1556 0.2357
57 0.0581 0.0581 00581 0.0581  0.119% 0.1812
58 0.0508 0.0508 00508 0.0508 0.1045 0.1583
56  D.0625 0.0625 ~ 0.0625 0.0625  0.1287 0.1549°
60 1.0000 1.0000 1.0000 1.0000  1.0000 1.0000

s These rates also apply to Local Proseastors, Local Sheriff, School Police, and Other Safety.

Public Agency Fire 3% @ 55

Duratioh of Service
Age SYears 10Years 15Years ‘20 Years 25Years 30 Years
50 00024 00024 0.0024 00035 ~ 0.0055  0.0065
s1 00048 00048 00048 00070 0.0110  0.0128
52 00147 00147 00147 00215 -0.033%  0.0396
53 0.0425 00425 00425 00621 00979 0.1142
54 0.0567 00567 00567 00828 01306  0.1523
55 0.0915 00915 00915 0.1337 02109  0.2459
00811 00811 00811 - 0.1184 01868 0.2178
0.0996 0099  0.0996 01455 02295 0.2676
0.0814 00814 00814 0.1189  0.1874 = 0.2185
00775 00775 ° 00775 01131 01784 - 02080
1.0000 10000 10000 1.0000 10000  1.0000

SBEYEG
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Pubtic Agency Police 3% © 50
Duration of Service

Age SYears 10Years iSYears 20Years 25 Years 30 Years
50 0.0435 0.0435 {.0435 0.0821 0.1208 0.1559
51 0.0385 0.038% 00385 ° 0.0728 0.1071 0.1382
52 0.0614 0.0614 0.0614 0.1159 0.1705 0.2200
53. 0.0689 0.0689 0.0689 0.1303 0.1916 0.2472
“ 0.0710 0.0710 0.0710 0.1342 0.1974 0.2547
55 0.0898 0.0898 0.0898 (.1698 0.2497 0.3222
56 0.0687 0.0687 0.0687 0.1299 0.1910 0.2465
57 0.0803 0.0803 0.0803 0.1518 0.2232 0.2880
58 0.0791 0.0791 0.0791 0.1495 0.2198 0.2837
59 0.0820 0.0820 0.0820 0.1549 0.2279 0.2940
60 1.0000 1.0000 1.6000 1.0000 1.0000 1.0000

« These rates also apply to Local Prosecutors, Local Sheriff, Schoo! Police, and Other Safety.

Public Agency Fire 3% @ 50

Duration of Service

Age SYears 10Years 15Years 20Years 25Years 30 Years
50 0.0341 0.0341 0.0341 0.0477 0.0679 0.0804
51 0.0463 0.0463 0.0463 0.0647 0.0922 0.1091
52 0.0693 0.0693 0.0693 0.0967 0.1377 0.1630
53 0.0835 0.0835 0.0835 0.1166 0.1661 0.1965
54 0.1025 0.1025 0.1025 0.1431 0.2038 0.2412
55 0.1265 0.1265 0.1265 0.1766 0.2516 0.277
56 0.1210 0.1210 0.1210 0.1630 0.2407 0.2848
57 0.1010 0.1010 0.1010 0.1411 0.2010 0.2378
58 0.1184 0.1184 0.1184 0.1652 0.2354 0.2786
59 0.1002 0.1002 0.1002 0.1399 0.1953 0.2358
60 1.0000 1.0000 1.0000 1.0000 1,0000 1.0000
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SUMMARY OF BENEFTTS: COVERAGE GROUP 54001

The fallowing is a summary of the major plan provisions used in calai;g_tjng.g\_g liabllities of the plan. Many of the
statements in this summary are general in nature, and are intended to provide an easily understood summary of the
complex Public Employees’ Retirement Law, The law izelf governs In all situations,

RETIREMENT PROGRAM
Service Retirement

A CaIPERS member becomes eligible for Service Retirement upen attainment of age 50 with at least -
5 years of credited service (total service across all CalPERS employers, and with certain other
Retirement Systems with which CalPERS has redprocty agreements)

Benelit
The Service Retirement benefit calculated for service eamed by this group of employees is a monthly
allowance equal to the product of the benefit factor, years of service, and final compensation, where

»  The benefit factorfor this group of employees comes from the 3% at 50 benefit factor table. The
factor depends on the member's age at retirement. Listed below are the factors for retirement at

whole year ages:
Retirement 3% at 50

Agg Eactor
50 3.000% O
51 3.000%
52 3.000% °
53 3.000%
54 3.000%

55&Up 3.000%

» The years of service Is the amount creditad by CalPERS to a member while he or she is employed
in this group {or for other periods that are recognized under the employer's contract with
CalPERS). For a member wha has eamed service with multiple CalPERS employers, the benefit
from each employer is calculated separately acoording to each employer’s contract, and then added
together for the total aliowance. Any unused sick leave accumulated at the time of retirement wilt
be converted to credited service at the rate of 0,004 years of service for each day of sick leave.

»  The final compensation Is the monthly average of the member's highest 12 consecutive months’
full-time equivalent monthly pay (no matter which CalPERS employer pald this compensation). The

empluyees in this group are not covered by Social Security. The final compensation s not offset by
a doflar amount.

=  The Service Retirement benefit Is capped at 90% of final corpensation.

Vested Deferred Retirement

Elieibility for Deferred Status

A CalPERS member becomes eligible for a deferred vested retirement benefit when he or she leaves
employment, keeps his or her contribution account balance on deposit with CalPERS, and has eamed at
least § years of credited service (tota! service across all CalPERS emplayers, and with certaln other
Retirement Systems with which CalPERS has redipjocity agreements),

ligibil i
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The CalPERS member becomes eligible to receive the deferred retirement benefit upon satisfying the,
eligthliity requirements for Deferred Status and upon attainment of age 50. _ : .

The vested defered retirement benefit Is the same as the Service Retirement benefit, where the benefit
* factor Is based on the member's age at allowance commencement. For members who have eamed service
with multiple CalPERS employers, the benefit from each employer Is calculated separately according to each
_employer’s contract, and then added together for the total aiowance., - : _

MNon-Industiial (Non-Job Related) Disability Retirement

A CalPERS member Is eligible for Non-Industrial Disability Retirement if he or she becomes disobled and has
at least 5 years of credited service (total service across all CalPERS employers, and with certain other
Retirement Systems with which. CalPERS has reciprocity agreements), There Is no spedal age requirement.
Disabled means the member Is unable to perform his or her job because of an liness or Injury which is
expected to be permanent or to last indefinitely. The iliness or injury does not have to be job related. A
CalPERS member must be actively working with any CalPERS employer at the time of disabllity In order to
be eligible for this benefit.

Benefit :
. The Non-Industrial Disability Retirement benefit is a monthly allowance equal to 1.8% of final.
compensation, multiplied by service, which Is determined as follows:
» serviceis CalPERS credited service, for members with less than 10 years of service or greater than
1B.518 years of service; or T .

« servicels CalPERS credited service plus the additional number of years that the member would have

worked untll age 60, for members with at east 10 years but not more than 18.518 years of service.
The maximum benefit In this case Is 33 1/3% of Final Compensation.

Members who are efigible for a larger service retirement benefit may choose to receive that benefit in flew of
a disabllity benefit. Members eligible to retire, and who have attalned the normal retirement age
determined by thelr service retirement benefit formula, will recelve the same dollar amount for disability
retirement as that payable for service retirement. For members who have eamed service with multiple
CalPERS employers, the benefit attributed to each employer Is the total disabliity allowance multiplied by the
ratio of service with a particular employer to the total CalPERS servica. .

Industrial (Job-Related) Disability Retirement
An employee is eligible for Industrial Disabiiity Retirement if he or she becomes disabled while working,
where disabled means the member Is unable to'perform the dutles of the job because of a work-refated
[iiness or injury which Is expected to be permanent or to last indefinitely. A CalPERS member who has left

active employment within this group Is not eligible for this benefit, except to the extent desaribed in the
next paragraph.

Benefit :

The Industrial Disabllity Retirement benefit Is a monthly allowance equal to 50% of final compensation. For

a3 CalPERS member not actively employed In this group who became disabled while employed by some other

CalPERS employer, the benefit Is a retum of or annuitization of the accumulated member contributions with

respect to employment In this group. However, if a2 member is eligible for Service Retirement and if the -

Service Retirement benefit is more than the Industrial Disability Retirement benefit, the member may

choose to receive the larger benefit. For a CalPERS member not actively employed In this group who

became disabled while employed by sume other'CalPERS employer, the benefit Is a retum of the )
accumulated member contributions with respect to employment In this group. .
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Post-Retirement Death Benefit

1

Upon the death of a retiree, a one-time iump sum payment of $500 will be made to the retlrée's designated
_survivor(s), or to the retiree’s estate.

Form of Payment for Retirement Allowance

Generzlly, the retirement allowance is paid to the retiree in the form of an annuity for as long as he or she
isalive. The retiree may choose to provide for a portion of his or her allowance to be pald to any
designated beneficiary after the retiree’s death. CalPERS provides for a variety of such benefit

which the retiree pays for by taking a reduction in his or her retirement allowance. The larger the amount

to be provided to the beneficiary is, and the younger the beneficiary is, the greater the reduction to the
retiree’s allowarice. )

For retirement allowances with respect to service eamed by employment in this group, 50% of the
retirement allowance will automatically be continued to certaln statutory benefidaries upon the death of the
retiree, withouta reduction in the retiree’s allowance. This additional benefit is often referred to as post
retirement sunvivor allowance (PRSA) or simply as survivor continuance,

In other words, 50% of the allowance, the continuance portion, Is pald to the retiree for as long as he or
she is alive, and that same amount is continued to the retiree’s spouse {or If no efigible spouse, to

* unmarried chlidren until they attain age 18; or, if no eligible children, to a qualifying dependent parent) for
the rest of his or her lifetime. .

X . .

The remaining portion of the retirement allowance, which may be referred to as the option portion of the
benefit, Is patd to the retiree as an annuity for as long as he or she is alive. Or, the retiree may choose to
provide for some of this aption portion to be pald to any designated beneficiary after the retiree’s death.
CalPERS offers a variety of such benefit options, which the retiree pays for by taking a reduction to the
option portion of his or her retirement allowance,

Pre-Retirement Death Benefits
Basic Death Benefit

Eliaibility ) :

An employee's benefidary (or estate) may recaive the Basic Death benefit if the member dies while
actively employed. A CaiPERS member must be actively employed with the CalPERS employer
providing this benefit to be ellglble for this benefit. A member’s survivor who Is eligible for any
other pre-retirement death benefit described below may choose to receive that death benefit
instead of this Basic Death benefit. - -

Benelit

The Basic Death Benefit is & lump sum In the amount of the member’s accumulated contributions,
where Interest is currentiy credited at 7.75% per year, plus a lump sum in the amount of one
month's salary for each completed year of current service, up to a maximum of six months' salary.
For purposes of this benefit, one month's salary is defined as the member's average monthly full-
time rate of compensation during the 12 manths preceding death.

1957 Survivor Benefit

An employee's eligitde survivor(s) may receive the 1957 Survivor benefit if the member dies while
actively employed, has attained at least age 50, and has at least 5 years of credited service (total
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service across all CalPERS employers and with certaln other Retirement Systems with which .
CalPERS has reciprocity agreements). A CalPERS member must be actively employed with the :
CaiPERS emplayer providing this benefit to be eligible for this benefit. An eligible survivor means

the surviving spouse to whom the member was married at least one year before death or, if there

is no'eliglble spouse, to the member's tnmarried children under age 18. A member’s survivor may

chpose this benefit In lleu of the Basic Death benefit or the Spedai Death benefit.

Benefit . :

The 1957 Survivor benefit Is a monthly allowance equal to ane-half of the unmodified Service
Retirement benefit that the member would have been entitied to recelve if the member had retired
on the date of his or her death, If the benefit is payable to the spouse, the benefit is discontinued
upan the death of the spouse, If the benefit is payable to a dependent child, the benefit will be
discontinued upon death or attainment of age 18, unless the child is disabled. Therelsa
guarantes that the total amount pa!d will at Ieast equal the Basic Death benefit.

Spedial Death Benefit

An employee's efigible survivor(s) may receive the Special Death benefit If the member dies while
actively employed and the death {s job-related. A CalPERS member must be actively employed
with the CalPERS employer providing this benefit to be eligible for this benefit. An eligible survivor
means the surviving spouse to whom the member was married prior to the onset of the Injury or
iiness that resulted in death. If there is no eliglble spouse, an eligible survivor means the
member's unmarried children under age 22. An eligible survivor who chooses o recelve this
benefit will not recelve any other death benefit,

The Spediat Death benefit is a monthly allowance equal to 50% of final compensation, The:
deceased member’s final compensation will increase correspondingly, at any time the

compensation is increased for then-active members employed In the job dassification applicable to

the deceased member at the time of injury causing death. These Jncreases will apply until the

earller of (1) the death of the surviving spousé or (2) the date the deceased member would have

atizined age 50. The allowance Is payable to the surviving spouse uritil death, at which time the

aliowance is continued to any unmarried children under age 22. There is a guarantee that the total

amount pald will at least equal the Basic Death Beneﬁt if applicable.

If the member’s death Is the result of an accident or injury caused by externatl violence or physical
force incurred in the performance of the member’s dity, and there are efigibie surviving chilldren

{ eligibfe means unmarried children under age 22) in addition to an eligible spouse, then an
additional monthly allowance s pald equal to the following:

« |f 1eligible child: 12.5% of final compensation

= If 2 eligtble children: 20.0% of final compensation

+ i3 or more eligible children: S 25.0% of fing! compensation
Cost-of-Living Adjustmtents

Beginniny the second calendar year after the year of retirement, retirement and survivor allowances will be
annually adjusted on a compound basls by 2%. However, the cumulative adjustment may not be greater
than the cumulative change in the Cansumer Price Index since the date of retirement.

Purchasing Power Protection Allowance (PPPA)

Retirement and survivor allowances are protected‘agalnst Inflation by PPPA. PPPA benefits are cost-of-living
adjustments that are intended to maintain an individual’s allowance at B0% of the initial allowance at .
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retirement adjusted for inflation since retirement. The PPPA benefit will be coordinated with other cost-of-
living adjustments provided under the plan.

Employee Contributions

Each employee contributes toward his or her retirement based upon the following schedule. The employer
may choose to “pick-up” these contributions for the emgloyees,

The percent contributed below the monthly compensation breakpoint is 0%.

The monthly compensation breakpolnt Is $0.

The percent contributed above the monthly compensation breakpelnt is 9%.

Employer Pald Member Contributions (EPMC)

Through the collective bargaining process, the employer, who has agreed to pay the employee contributions for
this group, will stop paying these contributions during the final compensation period and instead Inorease the

pay of the members by 9%. This will result in a higher average monthly pay for the purpose of computing the
member’s retirement allowance,

Refund of Employee Contributions

If the member’s service with the employer ends, and if the member does not satisfy the eligibility conditions
for any of the retirement benefits above, the member may eled to receive 2 refund of his or her employee
contributions, which are credited annually with 6% interest,

1959 Survivor Benefit Fourth Level

This benefit is not induded in the results presented earlier in this valuation, For more information on this
benefit go to the CalPERS website at www.calpers.ca.gov.
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SUMMARY OF BENEFITS: COVERAGE GROUP 75001

The following Is a summary of the major plan provisions used In calculating the ItabHiﬁ&s of the plan. Many of l:he

statements In this summary afe giheral In nature, and are intended to provide an easfly understood summary of the
comp!ex Public Employees’ Retirement Law. The law itself govemns in all sitvations,

RE!!REHENT PROGRAM
Service Retirement

!

A CalPERS member becomes eligible for Service Retirement upon attalnment of age 50 with at least
5 years of credited service (total service across all CalPERS employers, and with certain ather
Retirement Systems with which CalPERS has reciprodity agreements)

Thie Service Retirement benefit calculated for service eamed by this group of employees is a monthly
allowance equal to the product of the benefft factor, years of service, and final compehsation, where

« The benefft factorfor this group of employees comes from the 3% at 50 benefit factor table. The
factor depends on the member’s age at retirement. Listed below are the factors for reﬁrenumt at

whole year ages:
Retirement 3% at 50
Age Factor ;
g
50 3.0009%
51 3.000%
52 3.000%
53 3.0009
54 3.000%

S55&Up  3.000%

» The years of serviceis the amount credited by CalPERS to a member whife he or she is employed
in this group (or for other periods that are recognized under the employer’s contract with
CaiPERS), For a member who has earmned service with multiple CalPERS employers, the benefit
from each employer Is calculated separately according to each employer’s contract, and then added
together for the total aliowance. Any unused sick leave accumulatéd at the time 6f retirement Wil
be converted to credited sarvice at the rate of 0.004 years of service for each day of sick leave,

« The final compensation is the manthly average of the member's highest 12 consecutive months’
fuli-ime equivalent monthly pay (no matter which CalPERS employer paid this compensation). The

employees in this group are not covered by Social Security. The final compensation is not offset by
a doflar amount.

= The Service Retirement benefit Is capped at $0% of finai compensation.

Vested Defarred Retirement

Elrgibility for Deferred Status : .
A CalPERS member becomes eligible for a deferred vested retirement benefit when he or.she leaves -
employment, keeps his or her contribution account balance on deposit with CalPERS, and has eamed at
least § years of credited service (total service abross all CalPERS employers, and with certain other
Retirement Systems with which CalPERS has reciprocity agreements).
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The CalPERS member becomes eligible to receive the deferred retirement benefit upon satisfying the
eliglbility requirements for Deferred Status and upon attainment of age 50.

The vested deferred retirernent benefit Is the same as the Service Retirement benefit, where the benefit
factor is based on the member’s age at aliowance commencement, For members who have eamed service
with multiple CalPERS emplayers, the benefit from each employer is calculated separately according to each
employer's contract, and then added together for the total allowance.

Non-Industriat (Non-Job Related) Disability Retirement

Eligibility : _

A CalPERS member is eligible for Non-Industrial Disability Retirement if he or she becomes disabled and has
at least S years of credited service (total service across all CalPERS employers, and with certaln other
Retirement Systems with which CalPERS has redprocity agreements), There Is no spedial age requirement.,
Disabled means the member is unable to perform his or her job because of an ifiness or injury which is
expected to be permanent or to last indefinitely. The ifiness or injury does not have to be job related. A

CalPERS member must be actively working with any CalPERS empioyer at the Hime of disability in order to
be eligible for this benefit. .

Benefit

The Non-Industrial Disabifity Retirement benefit is a monthly allowance equal to 1.8% of final

compensation, multiplied by service, which Is determined as follows:

« serviceis CAlPERS credited sarvice, for members with less than 10 years of service or greater than
18.518B years of service; o Ve

« servicels CalPERS credited service plus the addhiuna! number of years that the member would have
worked untii age 60, for members with at least 10 years but nct more than 18.518 years of service.
The maximum benefit in this case is 33 1/3% of Final Compensation,

Members who are eligible for a larger service retirement benefit may choose to receive that benefit in lieu of
a disability benefit. Members eligible to retire, and who have attained the normal retirement age

determined by thelr service retirement benefit formula, will receive the same doilar amount for disability
retirement as that payable for service retirement. For members who have eamed service with multiple
CalPERS empiloyers, the benefit atiributed to each employer is the total disabifity allowance multiplied by the
ratio of service with a particular ermployer to the total CalPERS service,

Industrial (Job-Related) Disability Retirement

Eliaibility

An employee is eligible for Industria! Disabillty Retirement if he or she becomes disabled while working,
where disabled means the member Is unable to perform the duties of the job because of a work-related
illness or injury which Is expected to be permanent or to last indefinitely. A CaIPERS member who has left

active employment within this group Is not eligible for this benefit, except to the extent described in the
next paragraph.

The Industrial Disability Retirement benefit is a monthly allowance equal to 50% of final compensation. For
a CalPERS member not actively employed in this group who became disabled while employed by some other
CalPERS employer, the benefit is a retum of or annuitization of the accumulated member contributions with
respect to employment In this group. However, § a member is eliglble for Service Retirement and if the
Service Retirement benefit is more than the Industriat Disabllity Retirement benefit, the member may
choose to receive the larger benefit. For a CalPERS member not actively employed in this group who
became disabled while employed by some other CalPERS employer, the benefit is a retum of the
accumuiated member conbributions with respect to employment in this group.
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Post-Retirement Death Benefit

Lump Sum Payment
Upon the death of a retiree, a one-time fump sum payment aof $500 will be made to the retirea’s desigrmmd
survlvnr(s), or to the retiree’s estate.

Form of Payment for Retirement Allowance

Generally, the retirement alfowance Is pald to the retiree in the form of an annuity for s long as he or she
is alive. Tha retiree may choose to provide for a portion of his or her aliowance to be paldto any
designated benefidary after the retiree’s death, CalPERS provides for a variety of such benefit options,
which the retiree pays for by taking a reduction In his or her retirement aliowance, The larger the amount

to be provided to the beneficiary is, and the younger the beneficiary is, the greater the reduction to the
retiree’s alfowance.

For relirement aliowances with respect to service eared by employment in this group, 50% of the
retirement allowance will automatically be continued to certain statutory beneficiaries upon the death of the
retiree, withiouta reduction in the retiree’s allowance. This additional benefit Is often referred to as post
retirement survivor alfowance (PRSA) or sirnply as survivor continuance.

In other words, 509% of the allowance, the continuance portion, Is paid to the retiree fnr"as longasheor
- she i5 alive, and that same amount Is continued to the retiree’s spouse {or if no eliglble spouse, o

unmarried chﬂdren until they attzin age 18; or, if no e!tglbfe children, to a qualifying dependent parent) for
- the rest of his or her iifelime. )

The remzining portion of the retirement ailuwance, whlch may be referred to as the gption partion of the
benefit, is paid to the retires as an annuity for a5 long as he or she is alive. Or, the retiree may choose to
provide for some of this option portionto be paid to any designated beneficiary after the retiree’s death.
CalPERS offars a varlety of such benefit options, which the rétiree pays for by taking a reduction to the
option portion of his or her retirement alflowance.

Pre-Retirement Death Benefits
Basic Death Benefit

An employee's beneficiary (or estate) may receive the Basic Death benefit if the member dies while
actively employed. A CaIPERS member must be actively employed with the CalPERS employer
providing this benefit to be eligible for this benefit. A member's survivor whao Is eligible for any
other pre-retirement death benefit described bdow may choose to recelve that deaih benefit
lrmadoftmsaasic!)eam benefit, ::

The Basic Death Benefit is a lump sum in the amount of the member’s accumulated contributions,
where interest is curently credited at 7.75% per year, plus a lump sum in the amount of one
manth's salary for each completed year of current service, up to a maximum of six months’® salary.
For purposes of this benefit, one month's salary is defined as the member's average monthly full-
time rate of compensation during the 12 months precading death.

1957 Survivor Benefit

Eliglbility '
An employee’s eli_qlb!e survivor(s) may reuelve the 1957 Survivor benefit if the member dies white
actively employed, has attained at least age 50, and has at least 5 years of aredited service (total
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service across all CalPERS employers and with certain other Retirement Systems with which
. CalPERS has reciprocity agreements). A CalPERS member must be actively employed with the

CalPERS emplayer providing this benefit to be eligible for this benefit. An efigible survivor means

the surviving spouse to whom the member was married at least one year before death or, if there

is no eligible spouss, to the member's unmaried children under age 1B. A member’s survivor may
choose this benefit in lieu of the Basic Death benefit or the Special Death benefit.

Benefit . .

The 1957 Survivor benefit is a monthly allowance equal to one-half of the unmodified Service
Retirement benefit that the member would have been entitted to receive If the member had retired
on the date of his or her death. If the benefit is payable to the spouse, the benefit Is discontinued
upon the death of the spouse. If the benefit is payable to a dependent child, the benefit wil be
discontinued upon death or atizinment of age 18, unless the child is disabled. Thereisa
guarantee that the total amount pald will at least equal the Basic Death benefit.

Special Death Benefit

Eligibility ,

An employee's eligible survivor(s) may receive the Special Death benefit if the member dies while
actively employed and the death is job-related. A CalPERS member must be actively employed
with the CalPERS employer providing this benefit to be eligible for this benefit. An eligible survivor
means the surviving spause to whom the member was married prior to the onset of the Injury or
iiness that resulted in death, If there is no eligible spouse, an eligible survivor means the
member's unmarried children under age 22. An eligible survivor who choases to recelve this
benefit will not recelve any other death benefit.

Benefit
The Spedal Death benefit is a monthly allowance equal to 509 of final compensation. The

. deceased member’s final compensation will increase correspondingly, at any time the
compensation is increased for then-active members employed in the job dassification appiicable to
the deceased member at the ime of Injury causing death. These inceases will apply until the
earller of (1) the death of the surviving spouse or (2) the date the deceased member would have
attained age 50. The allowance |s payable to the surviving spouse unti! death, at which time the
allowance Is continued to any unmarried chikdren under age 22. There is a guarantee that the total
amount paid will at least equal the Bask: Death Benefit if applicable,

If the member’s death is the result of an acddent or injury caused by external violence or physical
force incurred in the performance of the member's duty, and there are efigible surviving children

{ efigible means unmarried chifdren under age 22) in addition to an eligible spouse, then an
additional monthly allowance Is pald equal to the following:

« if 1eligible child: - 12.5% of final compensation
« [f 2 eiglble children: 20,0% of fina! compensation
e if 3 or more eligible children: .- 25.0% of final compensation

Cost-of-Living Adjustments

Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be
annually adjusted on a compound basis by 2%. However, the cumulative adjustment may not be greater
than the cumulative change In the Consumer Price Index since the date of retirement.

Purchasing Power Protection Allowance (PPPA}

Retirement and survivor allowances are protected against infiation by PPPA. PPPA benefits are cost-of-living
. adjustments that are intended to maintain an individual's allowance at 80% of the inftia! allowance at
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retirement adjusted for Inflation since retirement. The PPPA benefit will be coordinated with cther cost-of-
Eivlng adjuslments pmv!ded under the plan.

Employee Contributions-

Each employee contributes toward his ar her retirement based upon the following schedule, The employer
may choose to "plck-up” these contrihutions for the employaes

The percent contributed below the monthly compensation bteakpolnt is 0%.
The monthly compensation breakpoint is $0.
The percent contributed above the monthly compensation breakpoeint is 9%.

Employer Paid Member Contritutions (EPMC)
Through the collective bargaining process, the employer, who has agreed to pay the employee contributions for

this group, wilt stop paying these contributions during the final compensation period and instead increase the

pay of the members by 9%. This wili result In a higher average monthly pay for the purpose of computing the
membei’s retirement altowanoe.

Refund of Employee Contributions

1f the member’s service with the employer ends, and If the member does not satisfy the eligibliity conditions
for any of the retirement benefits abave, the member may elect to receive a refund of his or her employee
contributions, which are credited annually with 6% intemt.

1959 Surviver Benefit Fourth Level

This benefit is not Induded in the résults presented earlier in this valuation. For more information on this
benefit go to the CalPERS website at www.calpers.ca.gov.

.
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005

APPENDIX C
GASB STATEMENT NO. 27

SAFETY PLAN of the CITY OF S‘TOCKTON'
Informaticn for Compliance with GASB Statement
No. 27 '

Under GASB 27, an employer reports an annual pension cost (APC) equal to the annua! required contribution
(ARC) plus an adjustment for the cumulative difference between the APC and the employer’s actual plan
contiibutions for the year, The cumulative difference Is called the net pension obligation (NPO). The ARL for
the period July 1, 2007 to June 30, 2008 has been determined by an actuarial valuation of the plan as of June
30, 2005. The contribution rate for the indicated period Is 31.725% of payroll. In order to calculate the dollar
value of the ARC for Inclusion in finandial statements prepared as of June 30, 2008, this contribution rate, as
modified by any amendments for the year, wauld be multiplied by the payroll of covered employees that was
actually paid during the period July 1, 2007 to June 30, 2008. The employer and the employer’s auditor are
responstble for determining the NPO and the APC. :

Note: If an agency elects the Annual Lump Sum Prepayment Option, the ARC for the period July 1, 2007
through June 30, 2008 is $16,256,934 plus the contribution, If any, for the 1959 Survivor Program.

A summary of principal assumptions and methods used to determine the ARC is shown below.

Valuation Date June 30, 2005
Actuarial Cost Methoed Entry Age Actuaria!l Cost Method
Amortization Method Level Percent of Payroll
Average Remaining Period 32 Years as of the Valyation Date
Asset Valuation Method 15 Year Smoothed Market
Actuardal Assumptions .
Investment Rate of Retum  7.75% (net of administrative expenses)
Projected Salary Increases  3.25% to 13.15% depending on Age, Service, and type of employment
Infiation 3.00% ’ .
Payroll Growth 31.25%

Individual Salary Growth A merit scale varying by duration of employment coupled with an
assumed annua! Inflation growth of 3.00% and an annua! production

growth of §.25%.

Initiat unfunded liabilities are amortized over a closed period that depends on the plan‘s date of entry Into
CalPERS, Subsequent plan amendments are arnortized as a level percentage of pay over a dosed 20-year
period. Galns and losses that occur in the operation of the plan are amortized over a 30 year rolling peried,
which results in an amortization of about 6% of unamortized gains and losses each year, If the plan's aocrued
fiability exceeds the achiarial value of plan assets, then the amortization payment on the total unfunded lability
may not be lower than the payment calculsted over a 30 year amortization period. More complete information

on assumptions and methods is provided in Appendix A of this repoit. Appendix B contzins a description of
benefits induded in the valuation.

The Schedule of Funding Progress below shows the recent history of the actuarial value of assets, actuaria!
accrued Hability, their relationship, and the refationship of the unfunded actuarial accrued liabifity to payroll.

Vatuation

Accrued

Actuarial Value Unfunded Funded Annual ULAsa
Date Liabifity of Assets Liabitity (UL) Status Covered % of
Payroll Payroll
(a) (b) (a)-{b) {(b)/(2) {c) [(2)-(b)1/{c)
06/30/03 | % 473,038,190 | $ 380682293 |$ - 92355897 80.5% | $ 43,816,129 210.8%
06/30/04 504,302,910 401,037,576 103,2653 4 79.5% 45,115 799 228.9%
06/30/05 536,142 694 428,574 694 107,568,000 79.9% 48,325,899 2226% |
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005 APPENDIX D
GLOSSARY OF ACTUARIAL TERMS

Glossary of Actuarial Terms

Accrued Liability

The total doflars needed as of the valuation date to fund all benefits eamed in the past for curent
members,

Actuarial Assumptions

Assumptions made about certain events that will affect pension costs. Assumptions generally can be broken
down into two categories: demographic and economic. Demographic assumptions indude such things as

mortality, disability and retirement rates. Economic assumptions include investment retum, salary growth
and Inflation.

Actuarial Methods

Procedures employed by actuaries to achieve certaln goals of a pension plan. These may include tﬁ!ngs

such as funding method, setting the length of time to fund the past service jiability and determining the
actuarial vaiue of assets, ‘

Actuarial Valuation

The determination, as of a valuation date, of the normal cost, actuarial accrued liabllity, actuarial value of
assets and related actvarial present values for a pension plan. These valuations are performed annually or
when an employer is contemplating a change to thelr plan provisions,

Actuarial Value of Assets

The actuarial value of assets used for funding purposes s obtained through an asset smoothing technique

where Investment gains and losses are partiaily recognized In the year they are incummed, with the remainder }
recognized in subsequent years, LR

This method helps to dampen large fluctuations in the employer contribution rate.

Amortization Bases
Separate payment schedules for different portions of the unfunded Tizbifity, The total unfunded tability (or
side fund) can be segregated by "cause”, creating “bases” and each such base will be separately amortized
and paid for over a spedfic period of time. This can be likened to a home mortgage that has 24 years of
remalning payments and a second on that mortgage that has 10 years left. Each base or each mortgage
note has its own terms (payment period, principal, etc.)

Generally in an actuarial valuation, the separate bases consist of changes in liability (principal) due to
amendments, actuarial assumption changes, actuarial methodology changes, and gains and losses,
Payment pesiods are determined by Board policy and vary based on the cause of the change.

Amortization Period
The number of years required to pay off an amortization base.

Annual Required Contributions (ARC) : .
The employer's periodic required annua! contributions to a defined benefit pension plan, clculated In
accordance with the plan assumptions. The ARC is determined by multiplying the employer contribution
rate by the payroll reported to CaIPERS for the applicable fiscal year. However, If this contribution is fully
prepaid in a lump sum, then the dollar value of the ARC is equal to the Lump Sum Prepayment.

Enbry Age :

The earfiest age at which a plan member begins to accrue benefits under a defined benefit pansion plan or
risk pool. In most cases, this is age of the member on thelr date of hire.

Entry Age Normal Cost Method

An actuarial cost method designed to fund a memiber's total plan benefit over the course of his of her
career. This method is designed to yleld a rate expressed as a level percentage of payroll,

D-1



Case 12-32118 Filed 04/21/14 Doc 1393
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GLOSSARY OF ACTUARIAL TERMS : . ‘ *

{The assumed reﬁremeni age less the enbry age is tﬁe amount of time reguired to fund a member’s total
benefit. Generally, the older a member on the date of hire, the greater the entry age normal cost. This is . .
malnly because there is less time to eam investment income to fund the future benefits.)

Excess Assets

When a plan's actuarial value of assets is greater than its accrued Uability, the difference is the plan’s expess
" assets, A plan with excess assets [s sald to be overfunded. The result of having excess assets Is that the
plan may temporarily reduce future contributions.

Fresh Start

When multiple amortization bases are collapsed Into one base and amortized over a new furiding peﬁod A
CalPERS, a fresh start is used to avold inconsistencies that would otherwise occur,

Funded Status

A measure of how well funded a plan Is. Or equivalently, how "on track™ a plan is with respect to assets vs,

aconued liabilities. We calculate a funded ratio by dividing the actuarial value of assets by the acoued

liabiliies. A ratio greater than 100% means the plan or risk pool has more assets than Habiiities and a ratio :
tess than 100% means fiablities are greater than assets.

Lump Sum Contribution
A payment made by the employer to reduce or eliminate the unfunded liability.

Normal Cost

The annual cost of service accrual for the upcontng fiscal year for active esnployees. The norrnal cost
should be viewed as the long term contribution rate,

Penslon Actuary
A person wha Is responsible for the calcu!attons ne&ssary to properiy fund a pension plan.

Prepayment Contribution .
A payment made by the employer to reduce or el'minate the year's required employer contribution. ;

Present Value of Benefits

The total dollars needed as of the valuation date to fund all benefits eamed In the past or expected to be
eamed In the future for curment members,

Rolling Amartization Period
An amortization period that remalns the same each year, or does not dedine.

Superfunded '
A condition existing when the actuarial value of assets exceeds the present value of benefits. When this

condition exists on a given valuation date for a given plan, employee contributions for the rate year covered
by that valuation may be waived.

Unfunded Liabitity

A plan with an actuarial value of assets below the accrued liabllity is said to have an unfunded liabllity and
must temporariy increase contributions to get back on schedule.
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Actuarial Office
P.Q. Box 1494
// Sacramento, CA 95812
”Z.  Telecommunications Device for the Deaf - (916) 795-3240

CalPERS (888) CalPERS (225-7377)  FAX (916) 795-2744

August 30, 2006

MISCELLANEOUS PLAN OF THE CITY OF STOCKTON (EMPLOYER # 55)
Annual Valuation Report as of June 30, 2005 . :

Dear Employer,

Endosed please find a copy of the June 30, 2005 actuarial valuation repdrt of your pension plan, This report contains

important actuarial information about your pension plan at CalPERS. Your CaIPERS staff actuary Is avaliable to discuss
the report with you.

Changes Since Prior Year's Valuation

There may be changes specific to your plan such as contract amendments and funding changes.

In lfeu of sending employer conbributions on a reportable payroli cyde, Public Agendes can now prepgmﬂ'leir annual
required conbributions, With this repart, we have added a lire entitied “Annual Prega;ment Cption”. The discounted
amoutnits payable under this option are shown on Page 5 for the 2006/2007 and 200772008 fiscal years.

Future Cantribution Rates

The exhibit below displays the required employer contribution rate and Superfunded status for 2007/2008 afong with
an estimate of the conbribution rate and the probable Superflinded status for 2008/2009. The estimated rate for
200812003 1s based solely on a projection of the investment retum for fiscal 2005/2006, namely 11%. Please
disregard any projections that we may have provided to you In the past.

Fiscal Year Employer Contribution Rate Superfunded?
2007/2008 16.605% NO
2008/2000 16.4% {projected) NO

Member contributions {(whether paid by the employer or the employee) are in addition to the above rates.

The estimate for 2008/2009 also assumes that there are no future amendments and no fiability gains or losses {(such as
larger than expected pay increases, more retirements than expecied, etr.). This is a very Important assumption
because these gains and losses do occur and can have a significant effect on your contribution rate. Even
for the largest plans, such gains and losses often cause a change in the employer's contribution rate by one or two
percent, even larger in some less common Instances. These gains and losses cannot be predicted In advancs so the

projected employer contribution rate for 2008/2009 Is just an estimate, Your actual rate for 2008/2009 will be
provided in next year's report. .

We are very busy preparing actuarial valuations for other public agencies and expect to complete alf such vatuations by
the end of October. We understand that you might have a number of questions about these results. While we are very
Interested in discussing these results with your agency, in the interest of allowing us to give every public agency their
result, we ask that, if at all possible, you walt until after October 31 to contact us with questions. If you have
questions, please call (888) CalPERS (225-7377).

Sincerely,

AL,

Ronald L. Seeling, Ph.D., F.CA, AS.A, MAAA.
Enrolied Actuary '
Chief Actuary, CalPERS

California Public Employees® Retirement System
Lincoln Plaza - 400 Q Street - Sacramento, CA 95814
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GALPERS ACTUARIAL VALUATION - JUNE 30, 2005

. MISCELLANEOUS FLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

4

e __ACTUARIAL CERTIFICATION

To the best of our knowledge, this report is complete and accurate and contains sufficient information to
disclose, fully and fairly, the funded condition of the MISCELLANEQUS PLAN OF THE CITY OF STOCKTON.
This valuation s based on the member and finandal data as of June 30, 2005 provided by the various
CalPERS databases and the benefits under this plan with CalPERS as of the date this report was produoced,
It is our oplinion that the valuation has been performed in accordance with generally accepted actuarial
prindples, In accordance with standards of practice prescribed by the Actuarial Standards Board, and that
the assumptions and methods are Intemally consistent and reasonable for this plan, as prescribied by the

CalPERS Board of Administration according to provisions set forth in the California Public Employees’

The below listed are actuaries for CalPERS. All are members of the American Academy of Actuaries and .

Sodiety of Actuaries and meet the Qualification Standards of the American Academy of Actuaries to render
. the actuaral opinion contalned herein.

/£

Biit Karch, AS.A.,, MAAAA,
Assodate Pension Actuary, CalPERS

A

Ron Seefing, Ph.D,, F.CA, AS.A, MAAA
Enrolled Actuary
Chief Acuary, CalPERS
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEQUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Purpose of the Report

This report presents the results of the June 30, 2005 actuarial valuation of the MISCELLANEOUS PLAN OF
THE CITY OF STOCKTON of the California Public Employees’ Retirement System (CalPERS). The valuation

was performed by CalPERS staff actuaries In order to:

« set forth the actuarial assets and funding liabilities of this plan as of June 30, 2005;
«  catify the acuarally required employer contribution rate of this plan for the: fiscal year July 3, 2007

through June 30, 2008 Is 16.605%;

«  provide actuarial information as of June 30, 2005 to the CalPERS Board of Admin!stration and other

Interested parties; and

« provide pension Information as of June 30, 2005 to be used in finandal reports subject to Govemmenta!
Accounting Standards Board (GASB) Statement Number 27 for a Single Employer Defined Benefit

Pension Pian.

Use of this report for other purpases may be inappropriate.
Required Contributions

Required Employer Contributions

Employer Contribution Required {in Projected Dollars),
Payment for Normal Cost il
Payment on the Amortization Bases
Total {not ess than zero)

Annual Prepayment Option*

Employer Contribution Required (Percentage of Payroll)
Payment for Normal Cost
Payment on the Amortization Bases
Total {not less than zero)

Requlired Employee Contributions (Percentage)
Funded Status

Present Value of Projected Benefits
Enbry Age Norma! Accrued Lishllity
Actuarial Value of Assets (AVA)
Unfunded Liabllity

Funded Status (on an AVA basis)

Market Value of Assets (MVA)
Funded Status (on an MVA basis)

Superfunded Status

i

*Payment must be received by CaIPERS between July 1 and July 15.

4

Fiscal Year Fliscal Year
2006/2007 2007/2008
6,040,998 ¢ 6,138,778
3,079,783 3,240,368
9,120,781 9,379,146
8,786,651 % 9,035,551
10.846% 10.868%
5.520% 5.737%
16.375% 16.605%
7.000% 7.000%
June 30, 2004 June 30, 2005
439,733,742 467,312,529
366,460,118 393,457,559
321,947,380 345,177,129
44,512,738 § 48,280,430
87.9% 87.7%
316,842,696 % 355,686,113
86.5% 90.4%
No No

Page 5
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lcALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55 .

Cost and Volatility

~

Actuarial Cost Estimates in General

What will this pension plan cost? Unfortunately, there is no simple answer. There are two major reasons for
the complexity of the answer, First, all actuarial calculations, Induding the ones In this report, are based on
a number of assumptions about the future. -

»  There are demographic assumptions about the percentage of employees that will terminate, die,
become disabled, and retire in each future . :

«  There are economic assumptions about future salary Increases for each active employee, and the
assumption with the greatest impact, future asset retums at CalPERS for each year into the future
until the last doliar is paid to current members of your plai.

While CalPERS has set these assumptions to reflect our best estimate of the real future of your plan, it must
be understood that these assumptions are very long term predictors and will surely not be realized each.
year as we go forward. For example, the assumption for Investment retumn Is 7.75% per year. The actual

asset eamnings for the past 15 years at CalPERS have ranged from -7.2% to 20.1% while the 15 year
compound retum has been 9.7%. '

Second, the very nature of actuarial funding produces the answer to the question of plan cost as the sum of
two separate places,
+ The Normal Cost (i.e., the future annual premiums in the absence of surplus or unfunded Hability)
expressed as a percentage of total active payroll. -
¢ The Past Service Cost (i.e., Accrued Liability — representing the current value of the benefit for all
credited past service of current members) which is expressed as a lump sum dollar amount.

The cost Is the sum of a percent of fiture pay and 3 lump sum dollar amount (the sum of an apple and an
orange I you will). To communicale the total cost, either the Normal Cost (L., future percent of payroll)
must be converted to a fump sum dollar amount (i which case the total cast Is the present value of
benefits), or the Past Service Cost (Le., the lump sum) must be converted to a percent of payroll (In which
case the total wst is expressed as the employer’s rate part of which is permanent and part temporary).
Converting the Past Service Cost lump sum to a percent of payroll requires a specific amortization period,
So, the employer rate can be compurted in many different ways depending on how long one will take to pay
for it. And as the first point above states; all of these results depend on all assumptions belng exadiy
realized. : .

Rate Volatility

As is sizted ahove, the actuarial calcutations supplied in this communication are based on-a number of
assumptions about very fong term demographic and economic behavior. Unless these assumptions
(tenminations, deaths, disablifties, retirements, sslary growth, and Investment retum) are exactly reafized
each year, there wiil be differences on a year to year basis. The year to year differences between actual
experience and the assumptions are calied actuarial galns and losses and serve to raise or lower the
employer’s rates from year to year. Therefore, the rates will Inevitably fluctuate, especially due to the ups
and downs of investment retums. s

* Plans that have higher asset to payroll ratios produce more volatile employer rates, On the following page

we have shiown your volatifity index, a measure of the plan’s potential future rate volatility. We are

- disdosing the retio of accrued liability to payroll, rather than assets to payroll because the desired state for

any plan is to be 100% funded (i.e., with assets equal to accrued liabiifty). It should be noted that this
ratio Increases over ime but generally tends to stabliize as the plan matures.

Beginning with the June 30, 2004 actuarial valuation, rate stabilization methodologies were implemented.
Although there is no method that can provide perfectly stable rates, the new methods have been shown to
be very effective in mitigating rate volatility. It continues to be true that a plan that has a volatility index
that ks three times the Index of a second plan will have three times the volatiiity in rates as compared to the
second plan. However, the amount of change has been dramatically reduced through the rate stabliization
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MISCELLANEOUS PLAN OF THE (OITY OF STOCKTON
EMPLOYER NUMBER 55

process. In most situations, the new rate stabilization policies will reduce rate volatility due to actual galns
and losses by about 50%.

_ As of June 30, 2005
Accrued Liability 393,457,559
Payroll . 51,317,103
Volatitity Indax 2.7
Average Volatililty Index for Al Plans with 2.0% @ 4.8

§5 Miscellaneous Retirement Formuta*

* Includes pooled and non-pooled plans

Changes Since Prior Valuation
Actuarial Assumptions

There were no changes made to the actuarial assumptions since the prior year's actuarial valuation, The
only exception would be changes necessary to reflect a benefit amendment.

Actuarial Methds

There were no changes in actuaria! methods since the prior year's actuarial valuation,
Benefits

The s:zndard_actuadal practice at CalPERS is to recognize mandated legislative benefit changes in the first
annual valuation whose valuation date follows the effective date of the legistation. Voluntary benefit

changes by plan amendment are generally induded In the first valuation whose report is dated after the
amendment becormes effective,

This valuation generally reflects plan changes by amendments effective before the date of the report,
Please refer to Appendix B for a summary of the plan provisions used In the valuation. The effect of any
plan amendments on the unfunded Hability Is shown in the GAIN/LOSS ANALYSIS section and the effect on
your employer contribution rate is shown in the RECONCILIATION OF REQUIRED EMPLOYER
CONTRIBUTIONS section of this report. It should be noted that no change In liability or rate Is shown for
any plan changes which were already included In the prior year's valuation.

Subsequent Events

There were no significant subsequent events to report in this valuation,

Page 7
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
, MISCELLANEOUS PLAN OF THE CITY OF STOCKTON

EMPLOYER NUMBER 55
. Development of Accrued and Unfunded Liabilities
1 Present Value of Projected Benefits
a) Active Members . $ 237,708,313
b) Transferred Members 19,603,085
" ¢} Termninated Members : 14,604,667
d) Members and Beneficiaries Receiving Payments 195,395,464
¢) Total ’ 467,312,529
2 Present Value of Future Employer Normal Costs 44,062,733
3 Present Value of Future Employee Contributions 29,792,237
4 Entry Age Normal Accrued Liability
a) Active Members [(1a) - (2) - {3)] 163,854,343
b) Transferred Members . 19,603,085
¢) Tesminated Members . 14,604,667
d) Members and Benefidaries Recelving Payments 195,395 464
¢) Total 393,457,559
5 Actuarial Value of Assets 345,177,129
6 Unfunded Accrued Liability/(Excess Assets) [(4e)- (5)] 48,280,430

Page 11
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Roll Forward of Unfunded Liabilities

There is a two year lag between the Valuation Date and the Contribulon Fiscal Year.
» The assets, liabilities and funded status of the plan are measured as of the valuation date (June 30,
2005). . :

= The employer contribution rate determined by the valuation Is for the fiscal year beginning two years
after the valuation date (fiscal year 2007-2008). :

This two year lag Is necessary due to the amount of time needed to extract and test the membership and

finandal data, and due to the need to provide public agencies with thelr employer contribition rates well In
advanee of the start of the fiscal year. _ : . .

The Unfunded Lisbility Is used to determine the employer contribution and therefore must be rolled forward
two years from the valuation date to the first day of the fiscal year for which the contribution Is being
determined. The Unfunded Liability is rolled forward each year by subtracting the expected Payment on the
Unfunded Liability for the fiscal year and adjusting for interest. The Expected Payment on the Unfunded
Liability for a fiscal year is equal to the Expected Employer Contribution for the fiscal year minus the
Expected Norma! Cast for the year. The Employer Contribution Rate for the first fiscal year Is determined by
‘the actuarial valuation two years ago and tha rate for the second year Is from the actuarial vatuation one
year ago. The Normat Cost Rate for each of the two fiscal years is assumed to be the same as the rate

determined by the current valuation. All expected dollar amounts are determined by muttiplying the rate by
the expected payroll for the applicable fiscal year.

Retirement Program )
¥
1. Employer Contribution Rate for 2005/2006 from 6/30/2003 Valuation® 17.525%
2. Projected Annual Payrofl for 20015/2006 from 6/30/2005 Valuation? $ 52,984,900
3. Employer Contribution Rate for 2006/2007 from 6/30/2004 Valuation® 16.375%
4, Projected Annual Payroll for 20062007 from 6/30/2005 Valuation? $ 54,706,919
5. Projected Annual Payroll for 2607/2008 fram 6/30/2005 Valuation® % ' 56,484,893
6. Employer Normal Cost Rate from 6/30/2005 Valuation 10.868%
7. 6/30/2005 Unfunded Liability $ 48,280,430
8. Bxpected Employer Normal Cost for 2005/2006 = (6) x (2) 5,758,400
9. Expected Employer Contribution = (1) x (2) 9,285,605
10. Bxpected Payment on Unfiinded Latility = (9) - (8) 3,527,205
11. Expected Interest on (7) and (10) at 7.75% assuming mid-year 3,607,605
payments of contributions

12. 6/30/2006 Expected Unfunded Uiabifity = (7) - (10} + (11) 48,360,830
13. Bxpected Employer Normal Cost for 2006-2007 = (6) x (4) $ 5,945,548
14, Brpected Employer Contribution = (3) x (4) 8,958,258
15. Expected Payment on Unfunded Liabllity = (14) - (13) 3,012,710
16. Expected Interest on (12) and (15) at 2.75% = 3,633,399
17. 6/30/2007 Rolled Forward Unfunded Uabllity = (12) - (15) + (16) 48,981,519

1An adjustment has been made In cases where there was an amendment during the year to refiect the
partfal year's payment for the amendment.

Annual payroll is assumed to Increase by 3.25% each year.
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEQUS PLAN OF THE CITY OF STOCKTON
- EMPLOYER NUMBER 55

(Gain)/Loss Analysis 6130!04 - 6/30/05

To calculate the cost requirements of the plan, assumptions are made about future events that affect the
amount and timing of benefits to be pald and assets to be accumulated. Each year actual experience is

compered to the expecied experience based on the adtuarial assumptions, This results in actuarial galns or
losses, as shown below,:

A Tatal (Gain}/Loss for the Year

MIDONDNAWN M

Q

Unfunded Uabifity/{Excess Assets) as of 6/30/04

Expected Payment on the Unfunded Uabllity (UL) during 2004/2005
Interest through 6/30/05 [.0775 x (A1) - ((1.0775)" - 1).x {A2)]
Expected UL before all other changes [(A1) - (A2) + (A3)]

Change In UL due to new plan changes

Change in UL due to change In actuarial methods

Change In UL due to additional contributions

Bxpected UL after all other changes [(Ad) + (AS) + (AE) + (A7)]
Achual UL as of 6/30/05

Total (Galn)/Loss for 2004/2005 {(A9) - (A8)]

B Contribution {Galn}/Loss for the Year

1
2,
kR
4
5

Expected Contribution

Expected Interest on Expected Contributions
Actual Contributions

Expected Interest on Actual Contributions
Contribution (Galn)/Loss {(81) + (B2) - (83); {B4)]

C Asset {Gain)/Loss for the Year

0N DN

o
E

§ Rl o8

o W N e

Actuarial Value of Assets as of 6/30/04 °

Contritutions Received during 2004/2005

Benefits and Refunds Paid during 2004/2005

Transfers/Misc. Adjustments pald during fiscal 2004/2005

Expected Int, {0775 x (C1) + ((1.0775)" - 1} % {(C2) + (C3} + (C4))]
Expeded Assets as of 6/30/05 [(C1) + (Q) + (C3) + (C4) + (C5))
Actual Actuarnial Value of Assets as of 6/30/05

Asset (Galn)/Loss for 200472005 {(CB) — (C)]

bility (Galn)/Loss for the Year

Total (Galn)/Loss (A10)
Contribution {Gain)/Loss (B5)
Asset (Gain)/Loss (CB)
Liabiity (Gain)/Loss {(D1) - (D2) ©3

Eapment of the (Gain)/Loss Balance as of efaolas

{Gain)/Loss Balance as of 6/30/04 .

Payment Made on the Balance during 2004/2005

Interest through 6/30/05 [.0775 x (1) ~ ((£.0775)2 - 1) x (2)]
Scheduled (Gain)/Loss Balance as of 6/30/05 [(1) - (2) + (3]
(Gain)/Less for Fiscal Year ending 6/30/05 [(A10) above]

Final (Galn)/Loss Balance as of 6/30/05 [{4) + (5)]

$

44,512,738
873,043
3,416,538
47,056,233
0

o
0
47,056,233
48,280,430

1,224,197

" 10,196,991

387,761
12,981,444
493,645

(2,830,337)

321,947,380
12,981,444
(15,355,748)

(6,959)

24,860,370
344,426,487

345,177,129
(750,642)

1,226,197
(2,890,337)
50,642
4,865,176

30,043,121
1,061,767
2,287,965

31,269,319
1,224,197

32,493,516
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANECUS PLAN OF THE (OITY OF STOCKTON

EMPLOYER NUMBER 55
. Develocpment of Required Employer Contributions
Fiscal Year2007/2008
Percentage of Estimated $
Projected Payroll Based On
. Projected Payroll
Employer Contribution Required
Paymetit for Normal Cost .10.868% $ 6,138,778
Payment on Amortization Bases 5.737% 3,240,368
Total (ot less than zero) 16.605% 9,379,146
Annual Lump Sum Prepayment Option* ' 9,035,551

*Prepayment must be received by CalPERS between July 1 and July 15.

Reconciliation of Required Employer Contributions

Percentage Estimated § -
W of Based on
: Projected Projected
. Payroll Payroll
1 Contibution for 7/1/06 - 6/30/07 16.375% % 9,120,781
2 Effect of changes since the prior valuation
a) Effect of unexpected changes in demographics and financlal results  6.230% 129,501
b} Effect of plan changes 0.000% 0
c) Effect of elimination of amortization base 0.000% 0
d) Effect of change in payroll N/A 128,864
e) Effect of changes In Actuarial Methods or Assumptions 0.000% o
f) Effect of changes due to additiona) contributions 0.000% o
g) Effect of changes due to Fresh Start 0.000% 0
h) Net effect of the changes above {Sum of (3) through (g)] 0.230% 258,365
3 Caontribution for 7/1/07 - 6/30/08 ((1)+(2h)] - . 16.605% 9,379,146

The contribution actually paid (item 1) may be diffesent If a prepayment of unfunded actuarial tiabiltty is
made or a plan change became effective after the prior year's actuarial valuation was performed.
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lCALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55 -

Employer Contribution Rate History o .

The talile below provides a history of the employer contribution rates for your plan since July 1, 2005, as

determined by the'annual actuarial valuation. It does not accourt for prepayments or benefit changes
made In the middle of the year,

Required By Valuation
Fiscal Employer Total Employer
Year Normal Cost Unfunded Rate
2005 - 2006 10.817% 6.708% 17.525%
2006 — 2007 10.846% 5.529% 16.375%
2007 - 2008 10.868% 5.737% 16.605%

Funding History

The Funding History below shows the recent history of the actuarial value of assets, actuarial acorued tabllity, thelr
relationship, and the relationship of the unfunded actuarial accrued liabllity to payvoll.

Vatuation Accrued Actuarial Unfunded Funded Annual . ULAsa
Date Liabllity Value of Liabllity Status Covered % of
: (a) . Assets {a)-(b) {B)/ (=) Payroli Payroll
{h) s {c) [{a)Y-(b)1/{c)
06/30/03 % 344,933,214 4 30587892: § 39,054,293 B8.7% $ 54,241,063 72.0%
06/30/04 366,460,118 321,947,380 . 44,512,738 87.9% 50,602,143 88.0% .

06/30/05 393,457,559 345,177,129 48,280,430 87.7% 51,317,103 94.1%
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« RECONCILIATION OF THE MARKET VALUE OF ASSETS
* DEVELOPMENT OF THE ACTUARIAL VALUE OF ASSETS

"« ASSEY ALLOCATION
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005

. MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55
.___Reconci!iationmof.,the“MarketM.alue_of_Assete
1 Market Value of Assets as of June 30, 2004 % 315,842,696
2 Employer Contributions 7,141,487
3 Employee Contributions 5,839,957
4  Benefit Payments to Retirees and Benefidaries {14,954,038)
5 Refunds (231,602)
6 Lump Sum Payments (170,108)
7 Trensfers and Miscellaneous Adjustments (6,95%)
8 Investment Retum 41,224,680
9 Market Value of Assets as of June 30, 2005 $ 355,686,113

[(AHHIHHEH(EIHTIHE)]

Development of the Actuarial Value of Assets

. Actuariat Value of Assets as of June 30, 2004
Employer Contributions
. Employee Contributions
Benefit Payments to Retirees and Beneﬁdarles
Refunds
. Lump Sum Payments
. . Transfers and Miscelianeous Adjustments
8. Expected Investment Income at 7.75%
9. Expected Actuarial Value of Assets

[(1) + (2) + (3) + (9) + (5) + (6) + (7} + (8)]
10. Market Value of Assets as of June 30, 2005
11, Preliminary Actuarial Value of Assets [(9) + ((10)-(9)) / 15]
12. Maximum Actuarial Value of Assets (120% of {10))
13. Minimum Actuarial Value of Assets (80% of (10))
14. Final Actuarial Value of Assets {Lesser of {(12), Greater of ((11), (13))]}
15. Actuarial Vialue to Market Value Ratio

“

Le

NO W AW N e

$ 321,947,380
7,141,487

5,839,957
(14,954,038)
(231,602)

(170,108)

(5,959)

24,860,370

$ 344,426,487

$ 355,686,113
345,177,129
426,823,336
284,548,890

$ 345,177,129

97.0%
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(lALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEOQUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Asset Allocation®

The assct allocation and market value of assats shown below reflect the vatues of the Public Employees
Retirement Fund (PERF) in Its entiretly as of June 30, 2005, Tha assets for CTTY OF STOCKTON
MISCELLANEDUS PLAN are part of the Public Employeas Retirement Fund {PERF} and are Invested
acoordingly.

{(A) n) (%] (D)

Asset Class Market Valua Current Target

($ Billion) Allocation
1) Total Cash Equivalents 53 2.7% 0.0%
2) Total Global Fixed Income 5.3 28.0% 26.0%
3) Tota! Equities 1246 4.3% 66.0%
4) Total Real Estate 96 5.05% B0%
Total Fund 193.89 100.0% 100.0%

SAD% 2'7%

* The startng point and most important element of CalPERS’ sucoessful rebum on Investment is the asset
allocation or diversification among stocks, bonds, sh and other investrments. Asset allocation is not an
asset-only or Kabikty-only dedsion. Al factors, incudipg liabilities, benefit payments, operating expensas,
and employer and member contributions are taken into account in determining the appropriate asset
allocation mix. The goal is to maximize retumns at a prudent leve! of risk which presents an ever-thanging
balancing act between market volatiity and lang-term goals,

CalPERS follows a strateghe asset allocation policy that identifies the percertage of funds to be invested In
each asset class,
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. SUMMARY OF PARTICIPANT DATA

.+ SUMMARY OF VALUATION DATA

« DISTRIBUTION OF ACTIVE MEMEBERS

+ DISTRIBUTION OF RETIRED MEMBERS AND BENEFICIARIES
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aquiens ACTUARIAL VALUATION - JUNE 30, 2005
ISCELLANEOUS PLAN OF THE CITY OF STOCKTON

)

EMPLOYER NUMBER 55
Summary_of Valuation Data
June 30, 2004 June 30, 2005

1..Active Members ‘

a) Counts 1,078 1,028

b) Average Attained Age ' 4548 46.24

¢) Average Entry Age to Rate Plan 34.71 34.99

d) Average Years of Service - 1077 11.25

e) Average Annual Covered Pay $ 46,941 49,919

f) Annual Covered Payrolt 50,602,143 51,317,103

g) Projected Annual Payroll for Contribution Year 55,697,535 56,484,893

h). Present Value of Future Payroll 422,850,100 425,603,440
2. Transferred Members

a) Counts 445 456

b) Average Attained Age 46.73 45.31

c) Average Years of Service 3.03 292

d) Average Annuzl Covered Pay 63,716 65,514
3; Terminated Members i

a) Counts 428 469

b) Average Attained Age . 43.75 4391

¢) Average Years of Service 3.89 3.62

d} Average Annual Covered Pay 33,068 33,945
4. Retired Members and Beneficlaries

3) Counts 1,287 1,339

b) Average Attained Age 69.08 69.19

¢) Average Annual Benefits % 10,763 11,600
5. Active to Retired Ratio [1(a)/4(a)] 0.8 0.8

Counts of members induded in the valuation are counts of the records processed by the valuation. Multiple
recards may exdst for those who have service in more than one valuation group. This does rot result In

double counting of Fabiities.
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

)

Distribution of Active Members by Age and Service
Years of Service at Valuation Date

. Active_Memberﬁ

Attained 04 59 10-14 15-19 20-25 25+ Total
Age
15-24 36 O 0 0 0 0 36
2529 5 9 0 0 0 63
30-34 43 19 0 0 0 64
3539 51 39 16 4 1 0 111
40-44 36 38 27 24 9 1 135
45-49 33 39 35 26 16 15 164
50-54 37 33 28 36 20 47 201
55-59 30 22 28 26 20 35 162
60-64 16 i1 7 15 6 15 70
sSandover 11 2 R 2 b7
All Ages 347 212 145 14 74 116 1028
Distribution of Average Annual Salaries by Age and Service
Years of Service at Valuation Date
Att:g!ned 0-4 59 10-14 15-19 20-25 25+ Average
L
15-24 $26,667 $0 $0 $0 .30 .. %0 $26667.
2528 33,374 41,801 0 H 0 0 34,577
30-34 39,545 46,805 39,549 0 0 0 42,325
353 47,626 47,929 55,12'!2 . 49,440 67,353 0 49,058
40-44 4583 50,370 60861 55017 54070 78062 52,541
4549 50,508 54,342 57,126 51,753 54,050 53,087 53,615
50-54 43,886 46,610 55352 53,649 59,602 51,494 52,105
55-59 55,604 = 47,974 58,374 56487 62,779 61,145 57,305
60-64 36,127 46,715 47,188 63,002 67,588 57,540 51,941
65 and over 20,708 19,810 75,202 45,345 50,268 45,842 33912
Average  $41,228 $48,656 456,437 459,096 455,608 £49,919

$57,307

-
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005

) MISCELLANEOUS PLAN OF THE CTTY OF STOCKTON
. EMPLOYER NUMBER 55
. . Retired Members and Beneficiaries
Distribution of Retirees and Beneficiaries by Age and Retirement Type
' Non- Non-
Attained Service Industrial Industrial Industrial Industrial Death After
Age Retirement Disabllity  Disability Deai Death Retirement Totat
‘Under 30 0 0 o -0 0 2 2
30-34 0 0 1 0 0 ¢ i
35-39 0 2 0 0 0 2 4
4044 0 3 0 0 0 3 6
4549 0 49 3 0 0 3 10
50-54 56 11 8 0 0 6 81
55-53 180 21 is 0 0 5 21
60-64 163 16 5 1 g 8 193
6569 138 1 0 2 o 19 163
70-74 149 15 0 2 0 26 192
75-19 131 8 1 2 - o 39 181
80-84 50 17 0 a 1] 43 158
85 and 79 0 1 0 50 133
over .
All Ages 986 104 33 v B 0 206 1337
Average Annual Amounts for Retirees and Beneficiaries by Age and Retirement Type
Non- Non-
Attalned Service Industrial Industrial Industria! Industrial Death After
Age Retirement  Disability  Disablility Death Death Retirement Average
Under 30 $0 $0 $0 $0 $0 $3,737 43,737
30-34 - 0 .. o 113 0 0 0 - 113
3539 H 8,739 1] o 0 6,330 8,064
4044 0 6,606 0 0 0 6,995 6,801
45-49 o 7,774 180 o 0 15,635 7,854
50-54 10,587 9,277 1944 - 0 0 13,402 9,764
55-59 14,481 9,452 4,125 ’ 0 o 3,114 13,051
60-64 17,792 8,381 2,958 9,518 0 9,077 16,224
65-69 14,769 13,451 0 7,462 0 9,001 13,974
70-74 11,684 5,506 0 4,454 0 9,777 10,899
75-719 11,614 4,839 49 3,314 0 6,981 10,160
80-84 9,642 4,519 0 0 0 7,963 8,580
85 and 9,655 4,638 0 27 0 5,404 7871
. Av?:ge $13,217 $7,470 $2,815 | 45001 30 $7,606 $11,600
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EALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55 _ -

Retired Members and Beneficiaries

’ Distribution of Retirees and Beneficiaries by Years Retired and ketirement‘l'm

_ Non- Non-
Years Servioe Industrial  Industrial - Industrial Industrial Death After
Retired Retirement  Disability Disabllity Death Death Retirement
Under 5 353 5 21 0 0 7
Yrs
59 201 5 6 1 t] 14
10-14 165 24 1 2 4] 3
15-1% 116 19 3 2 0 38
20-24 g0 18 1] 0 0 60
25-29 48 11 2 2 0 29
30 and 13 2 0 1 0 27
Over
All Years 986 104 3 8 0 206

Yotal
" 386

247

178
168
92
43

Average Annual Amounts for Retirees and Beneficiaries by Years Retired and Retirement Type

Years  Service  Industrial Industrial’ m::s“t;ial Industrial Death After

Retired Retirement  Disablilty  Disability Death Death Retirement Average

Under5  $16,472 $8,003 $3,673 30 30 $10,688 $15,562
Ysg 14,314 11,499 2,427 9,518 0 10,320 13,494
10-14 12,507 8,369 581 4,454 o 10,827 11,703
15-19 9,234 6,042 156 7,462 0 9,225 8,739
20-24 8,338 3660 . 0 ] 0 5739 6,941~
25-29 7,213 4,904 B1 3314 0 5,654 6,206

30 and 7972 6,722 0 27 0 5,667 6,282

Avqegge $13,217 $7,470 $2,815 . $5001 $0 47,606 $11,600
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CALPERS ACTUARIAL VALUATION — JUNE 30, 2005 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial Data

As stated In the Actuarial Certification, the data which serves as the basis of this valuation has been
obtalned from the various CalPERS databases, We have reviewed the valuation data and befleve that It Is
reasonable and appropriate in aggregate. We are unaware of any potential data Issues that would have a
material effect on the results of this valuation, except that data does not contzin Information about
reciprocal systems. Therefore, salary information in these cases may not be accurate, This situztion s

refatively infrequent, however, and when it does occur, generally does not have a material impact on the
employer contribution rates. .

Actuarial Methods

. Funding Method

The actuarial funding method used for the Retirement Program is the Entry Age Normal Cost Methad,
Under this method, projected benefits are determined for all members and the assodated liabilities are
spread in a manner that produces level annual cost as a percent of pay In each year from the age of hire

{entry age) to the assumed retirement age. The cost allocated to the current fiscal year Is called the normal
cost.

The actuanial accrued liabliity for active members is then calculated as the portion of the total cost of the
plan allocated to prior years. The actuarial accrued labifity for members curvently recelving benefits, for
active members beyond the assumed retirement age, and for members entitled to deferred benefits, Is

equal to the present value of the benefits expected to bg paid. No normal costs are applicable for these -
participants.

The excess of the total actuarial accrued liabifity over the actuarial value of plan assets is cafled the
unfunded actuarial accrued fiability. Funding requirements are determined by adding the normal cost and
an amortization of the unfunded liabliity as a level percentage of assumed future payrolis. All changesin
liability due to plan amendments, changes in actuarial assumptions, or changes in actuarial methodology are
amortized separately over a 20-year period. In addition, all gains or {osses are tracked and amortized over
a rolling 30 years. Finally, if a plan’s accrued liabifity exceeds the achuearial value of assets, the annual

contribution with respect to the total unfunded Hability may not be less than the amount produced by a 30-
year amottization of the unfunded labliity.

An exception to the funding niles above is used whenever the application of such rules results in
Inconsistencies. In these cases a “fresh start” approach is used. This simply means that the current
unfunded actuariatl liahility is projected and amortized over a set number of years. As mentioned above, if
the annual contribution on the total unfunded iability was less than the amount produced by a 30-year
amortization of the unfunded liability, the plan actuary would implement a 30-year fresh start. However, in
the case of a 30-year fresh start, just the unfunded Hability not already in the (gain)/loss base (which

already is amortized over 30 years) will go into the new fresh start base. In addition, a fresh start Is needed
in the following situations:

1) when a positive payment would be required on a negative unfunded actuzrial iability (or
conversely 8 negative payment on a positive unfunded actuarial abliity); or

2} when there are excess assets, rather than an unfunded liability. Beginning with the June 30, 2004
valuation 8 30-year fresh start is used in this situation.

It should be noted that the actuary may choose to 1se a fresh start under other dircumstances. In all cases,

the the fresh start period is set by the actuary at what he deems appropriate, and will not be less than five
years nor greater than 30 years. ;
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Asset Valuation Method

In order to dempean the effect of shert term market vatue fluctuations on employer contribution rates, tha
following asset smoothing technique is used. First an Expected Value of Assets is computed by bringing
forward the prior year's Actuaria! Vatue of Assets and the contributions received and benefits pald during the
year at the assumed actuarial rote of return, The Actuarial Value of Assets is then computed as the
Expected Vaiue of Assets plus one-fifteenth of the difference between the actual Markel Value of Assets and
the Expected Value of Assets 55 of the valuation date. However in no case will the Actuarial Value of Assels
be less than BO% or greater than 120% of the actual Market Value of Assets,

Miscellaneous

Superfunded Status

¥ & rate plan is superfunded (actuarial value of assets exceeds the present value of benefits), as of the
mast recently completed annual valuation, the employer may cover thelr employees” member contributions
(bath taxed and tax-deferred} using their employer assats during the fiscal year for which this valuation
applies, This would entail transfening assets within the Public Employees’ Retirement Fund (PERF) from the
employer account to the member accumudated contribution scoounts. This change was implemented

effective January 1, 1989 pursuant to Chapter 231 (Assembly Bil! 2099) which added Govemment Code
Section 20816,

Superfunded status applies only o individual plans, not rsk pools. For rate plans within a risk pool,
actyarial value of assets is the sum of the rate plan's side fund plus the rate plan’s pro-rata share of non-
side fund assets,

Insternal Revenue Code Section 415

The iimitations on benefits imposed by Internal Revenue Code Section 415 were not taken into aceount in
this valuation. The effect of these Hmkations has been deemed immateria! on the overall results of this
valuation.
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Actuarial Assumptions

Ecopomic Assumptions
Investment Retum
7.75% compounded annually (net of expenses). This assumption Is used for afl plans.
Satary Growth )
’ Annual Increases vary by category, entry age, and duration of service. The assumed Increases
shown below.
Public Agency Miscellaneous
Duration of Service  Entry Age 20 Entry Age 30  Entry Age 40
0 0.1445 0,1265 0.1005
1 0.1215 0.1075 0.0875
2 0.1035 0.0935 0.0775
3 0.090% 0.0825 0.0695
4 0.0805 0.0735 0.0635
5 0.0725 0.0675 0.0585
10 0.0505 0.0485 0.0435
15 0.0455 0.0435 0.0385
20 0.0415 0.0395 0.0355
25 0.0365 0.0365 0.0345
30 0.0325 . 0.0325 0.0325
. Public Agency Fire
Duration of Service Entry Age 20 Entry Age 30  Entry Age 40
0 0.1075 0.1075 0.1045
1 0.0975 0.0965 0.0875
2 0.0895 0.0855 0.0725
3 0.0825 0.0775 0.0625
4 0.0765 0.0705 0.0535
5 0.0715 0.0645 0.0475
10 00535 0.0485 £.0375
15 0.0435 0.0415 0.0365
20 0.0395 0.0385 - 0.0345
5 0.0355 - £.0355 0.0335
30 0.0325 40325 0.0325
Public Agency Pollce
Durstion of Service Entry Age 20 Entry Age 30 Enbry Age 40
0 0.1115 0.1115 0.1115
1 0.0955 0.0955 0.0955
2 0.0835 0.0835 0.080%
3 0,0745 0.0725 0.0665
4 0.0675 0.0635 0.0575
5 0.0615% 0.0575 0.0505
10 0.0475 0.0445 0.0355
15 0.0435° 0.0415 0.0355
. 20 0.0395 0.0385 0.0345
25 0.0365 0.0355 0.0335
30 0.0325 0.0325

0.0325
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Public Agency County Peace Officers

-Durationof Service—Entry-Age-26—Entry-Age 36— Entry-Age-46

HNhBunswnwemo

25
30

s The Miscellaneous salary scale Is used for Local Proseautors. '
» The Pollce salary scale Is used for Cther Safety, Local Shariff, and Schoal Police.

Overall Payroli Growth

0.1315
0.1115
0.0965
0.0845
0.0755
0.0685
0.0485

0.0435
0.0395

0.0365
0.0325

0.1315
0.1085
0.0815
0.0795
0.0695
0.0625
0.0445

0.0405
0.0385

0.0355-

0.0325

0.1315
0.1055
0.0865
0.0735
0.0635
0.0555
0.0405

0.0385
0.0365

0.0345
0.0325

3.25% compounded annually {used in projecting the payrol over which the unfunded liability Is

amortized). This assumption is used for all plans.

Inflation

3.00% compounded annually. This assumpﬁon is used for all plans.

Miscellaneous Loading Factors
Credit for Unused Slck Leave

T

Final Average Salary is Increased by 1% for those agencies that have accepted the provision
providing Credit for Unused Sick Leave.

Conversion of Employer Pald Member Contributions (EPMC)

Final Average Salary is increased by the Employee Contribution Rate for those agendes that have

contracted for the provision providing for the Conversion of Employer Pald Member Contributions
(EPMC) during the final compensation period. )

Norris Dedislon {Best Fictors)

Employees hired prior to July 1, 1962 have pro;ec!nd benefit amounts increased in order to reflect
the use of “Best Factors™ in the calculation of optional benefit forms. This is due to a 1983 Supreme
Court dedslon, known as the Norris dedision, which required males and females to be treated
equally in the detenmination of benefit amounts. Consequently, anyone already employed at that
time is given the best possible conversion factor when optional benefits are determined. Ho loading

is necessary for employees hired after July - 1 1982,

A4
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Dei 17
Pre-Retirement Mortality
Non-Industrial Death Rates vary by age and gender. Industiial Death rates vary by age. See
sample rates in table below. The non-industrial death rates are used for all plans. The industrial
death rates are used for Safety Plans {except for Local Prosecutor safety members where the
corresponding Miscelianeous Plan does not have the Industrial Death Banefit).
Non-Industrial Death Industrial Death
{Not Job-Related) (Joh-Related)
Age Male Female Male and Female
20 0.00019 D.0000% 0.00003
25 0.00027 0.00014 0.00007
30 0.00038 0.00021 0.00010
35 0.00054 0.00031 0.00013
40 0.00077 0.00046 0.00017
45 0.00110 0.00068 0.00020
50 0.00156 0.60102 0.00023
55 0.00221 0.00151 0.00027
60 0.00314 0.00226 0.00030
Miscellaneous Plans usually have Industrial Death rates set to zero unless the agency has spedificafly
contracted for Industrial Death benefits. If so, each Non-Industrial Death rete shown above will be
split into two components: 93% will become the Non-Industrial Death rate and 1% will become the
Industrial Death rate,
Post-Retirement Mortality
Rates vary by age, type of retirement and genéer See sample rates in table below. These rates
are used for alf plans.
Non-Industrially Disahled Industrially Disabled
Healthy Reciplents {Not Job-Related) (Job-Related)
Age  Male Female Male Female Male Female
50 0.00245 (.00136 0.01459 $.01129 0.00546 0.00388
55 0.00429 0.00253 0.02115 0.01481 0.00616 0.00568
60 0.00721 0.00442 0.0287¢ 0.01884 0.01016 0.00818
65 0.01302 0.00795 0.03617 0.02356 0.01853 0.01214
70 002135 0.01276 0.04673 0.03G29, 003369  0.01760
75 003716 0.02156 0.06552 0.04298 0.05768  0.02774
80 0.06256 ©.03883 0.09481 0.06514 0.08670  0.04690
85 0.10195 0.07219 0,14041 0.10269 0.13032  0.08262
90 017379 0.12592 0.20753 0.16189 0.19588 0.13984
95 025917 0.21773 0.30792 0.25522 0.29444 0.23566
100 0347249  0.32036 0.45599. - 0.40236 0.44259 0.35341
Marital Status

For active members, a percentage married upon retirement is assumed according to the following

table.

Member Category Percent Married
Miscellaneous Member 85%
Local Polica 90%
Local Rre 90%
Other Local Safety 0%
Schoo! Police 90%

A5
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Age of Spouse

. used for all plans,
. Terminated Members

1t is assumed that female spouses are 3 years younger than male spouses. This assumpuon is

It is assumed that members refund immediately If non-vested retire immediately if eligitie, or

retire at the earfiest retirement age ¥ not eliglble.

Termination with Refund

Rates vary by entry age and service for Miscellaneous Plans. Rates vary by service for Safety Pians.

See sample rates in tables below,

Public Agency Miscellaneaus .

Duration of
' _Sevice  EntryAge20 EntryAge25 EntryAge30 EntiyAge35 EntryAge40 Entry Age 45
0 0.1760 0.1691 0.1622 0.1553 0.1483 0.1414
1 0.1561 0.1492 0.1423 0.1353 0.1284 0.1215
2 0.1362 0.1293 0.1224 0.1154 0.1085 0.1016
3 0.1163 0.1094 0.1025 0.0955 0.0886 0.0817
4 0.0964 0.0895 0.0826 0.0756 0.0687 0.0618
5 0.0263 0.0257 0.0232 0.0206 0.0181 -0,0155
10 0.0184 0.0161 00139 0.0117 0.0095 0.0073
15 0.0120 0.0102 0.0083 0.0054 0.0046 0.0027
20 0.0073 0.0057 0.00di 0.0025 0.0005 0.0002
25 0.0034 0.0022 0.0009 0.0002 0.0002 0.0002
30 0.0010 0.0002 0.0002 0.0002 0.0002 0.0002
Public Agency Safety R
Duration of Service Fire Police County Peace Officer
0 0.0947 0.1299 0.1072
1 0.0739 0.0816 0.0841
2 0.0531 0.0348 0.0509
3 0.0323 0.0331 0.0470

4 0.0280 0.0314 0.0445

5 0.0095 0.0110 0.0156

10 0.0029 0.0068 0.0096

i5 0.0021 0.0035 0.0048

20 0.0016 0.0022 0.0022

25 0.0010 0.0015 0.0010

30 0.0009 0.0012 0.0006

The Police Termination and Refund rates are used for Public Agency Loca! Prosecutors, Other Safety, Local

Sheriff, and Schoo! Police.

A-b
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Termination with Vested Benelis -
Rates vary by entry age and service for Miscellaneous Plans. Rates vary by service for Safety

Plans. See sample rates [h tables below.

Public Agency Miscellaneous
Duration of ’
Service Enty Age 20 Entry Age25 Entry Age30 Entry Age35 Entry Age 40
5 0.0482 0.0439 0,0395 0.0351 0.0307
10 0.0330 0.0343 10,0296 0.0249 0.0000
15 0.0326 0.0274 0.0224 0.0000 0.0000
20 0.0245 0.0192 0.0000 0.0000 0.0000
25 0.0156 0.0000 0.0000 0.0000 0.0000
30 0.0000 0.0000 0.0000 0.0000 0.0000
Public Agency Safety
Duration of County Peace

Service Fire Police Officer

5 0.0162 0.0187 0.0265

10 0.0061 0.0145 0.0204

15 0.0058 0.0094 0.0130

20 0.0053 0.0075 0.0074

25 0.0047 0.0067 {.0043

30 0.0045 0.0064 0.6030

35 0.0000 0.0000 0.0000

« When 2 member is eligible to retire, the termination with vested benefits probability s set to

zero.

« The Palice Termination with vested benefits rates are used for Public Agency Locat

Prosecutors, Other Safety, Local Sheriff, and School Police.
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Non-Industrial {Not Job-Related) Disabiitty
Rates vary by age and gender for Miscellaneous Plans.
Rates vary by age for Safety Plans,
Miscellaneous Fire Pollee County Peace Officer
Age Male Female Maleand Female Male and Female Male and Female
20 0.0001 0.0001 0.0001 0.0001° 0.0001
25 0.0002 0.0002 0.0001 0.0001 0.0001
30 0.0002 0.0004 0.0001 0.0002 0.0001
3% 0.0008 0.0010 0.0001 0,0003 0.0002 .
40 0.0015 0.0016 0.0001 0.0004 0.0003
45 000249 0.0023 0.0002 0.0005 0.0004
50 0.0037 0.0035 0.0005 £.0008 0.0007
55 0.0045 0.0041 0.6010 0.0013 0.0012
60 0.0055 0.0015 0.0020 0.0019

The Miscellaneous Non-Industrial Disabifity rates are used for Local Prosecutors.
The Police Non-Industriat Disability rates

0.0039

are used for Other Safety, Local Sheriff, and School

Police, i
Industrial (Job-Related) Disability
Rates vary by age and category.
_Age Fire Police County Peace Officer
20 0.0002 0.0006 0.0002
25 0.0010 0.0028 0.00i2
30 0.0021 0.0056 0.0025
35 0.0031 0.0084 0.0037
40 0.0041 0.0112 0.0050
45 0.0051 0.6140 0.0062
50 0.0062 0.0167 0.0075
55 0.0501 0.0581 0.0128
60 0.0601 0.0581 0.0128
+ The Pollce Industrial Disability rates are used for incal Sheriff and Other Safety.
» Fifty Percent of the Police Industriat Disability rates are used for Schoal Police,
»  One Percent of the Police Industrial Disability rates are used for Local Proseastors,

Normally, rates are zero for Misceflaneous Plans unless the agency has specifically contracted
for Industrial Disabilty benefits. If so, each miscellaneous non-industrial disability rate will be
spiit into two components: 50% will become the Non-Industrial Disabifity rate and 50% will

become the Industriat Disablity rate.
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Service Retirement
Public Agency Miscellaneous 2% @ 60
Duration of Servioe
Age SYears 10Years 15Years 20Years 25Years 30 Years
50 0.0085 0.0120 0.0146 0.0165 0.0184 0.0206
51 0.0059 0.0082 0.0100 0.0113 0.0126 0.0142
52 0.0092 0.0129 0.0157. 0.0178 00198 0.0222
53 0.0104 0.0146 0.0177 0.0200 0.0224 0.0251
L 0.0109 0.0154 0.0187 0.0211 0.0236 0.0_264
55 0.0198 0.0279 0.0339 0.0363 0.0427 0.0479
56 0.0181 0.0254 0.0308 0.0348 0.0389 0.0436
57 0.0208  0.0292 0.0354 00400 0.0447 0.0501
58 0.0252 0.0368 0.0447 0.0505 0.0564 0.0632
59 00335 00471 00572 00646 00721  0.0809
60 0.0615 0.0865 0.1051 0.1187 0.1325 0.1485
61 0.0628 0.0883 0.1073 0.1212 0.1353 0.1517
62 0.1258 0.1767 0.2147 0.2426 0.2708 0.3036
63 0.1263 0.1775 0.2156 0.2436 0.2720 0.304%
o4 0.0972 0.1366 0.1659 0.1875 0.2093 0.2346
65 0.1731 0.2432 0.2955 0.333% 0.3727 0.4178
66 0.0946  0.1330 0.1616 0.1825 0.2038 0.2284
67 01272 0.1787 a1 0.2453 0.2738 0.3069

X

Public Agency Miscellaneous 2% @ 55

Duration of Service
Age SYears 10Years 15Years 20Years 25Years 30 Years
50 0.0145 0.0184 00224 0.0269 0.0307 0.0366
51 0.0106 0.0135 0.0164 0.0198 0.0226 0.0269
52 0.0114 0.0145 0.0176 0.0212 0.0241 0.0287
53 0.0150 0.0190 0.0231 0.0278 0.0318 0.0378
54 0.0199 0.0252 0.0307 0.0369 0.0421 0.0502
55 0.0475 0.0604 0.0734 0.0883 0.1008 0.1200
56 0.0395 0.0502 0.0611 0.0735 0.0838 0.0998
57 0.0427 0.0542 0.0659 0.0793 0.0905 0.1078
58 0.0473 0.8601 00730 0.0879 0.1003 0.1194
59 0.0510 0.0648 0.0788 0.0948 0.1082 0.1287
60 0.0715 0.0908 0.1104 0.1328 0.1516 0.1804
61 0.0715 0.0008 0.1104 0.1328 0.1516 0.1805
62 0.1275 0.1620 0.1969 0.2369 0.2704 0.3219
0.1287 0.1636 0.1988 0.2392 0.2731 0.3250
&4 0.0931 0.1182 0.1438 0.1729 0.1974 0.2350
65 0.1738 0.2209 0.2686 0.3231 0.3688 0.4390
66 0.1085 0.1378 0.1675 0.2016 0.2301 0.2739
67 0.1109 0.1409 0.1713 0.2061 0.2353 0.2801
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Public Agency Miscellaneous 2.5% @ 55, 2.7% @ 55,3% ® 60
£.5% @ 55 2.7% ® 55 % @60
-Age Male Female Mate Female Male female
50 0.05000 0.07000 0.05000 0.07000 0.05000 0.07000
51 0.02000 0.05000 0.02000 0.05000 0.02000 0.05000
52 0.03000 0.05000 0.03000 0.05000 0.03000 0.05000
53 0.03000 0.05000 0.03000 0.06000 0.03000 0.05000
54 0.04000 0.05000 0.04000 0.06600 0.04000 0.05000
55 0.08000 0.03000 0.08000 0.10000 0.08000 0.09900
86 0.06000 0.07000 0.07000 0.08000 0.67000 0.08000
57 0.07000 0.06000 0.08000 0.07000 0.08000 0.0700¢
58 0.08000 0.10000 0.08000 0.10000 0.09060 0.11000
59 0.09000 0.09000 0.10000 0.08000. 0.11000 0.10000
60 0.16000 0.12000 0.17000 0.13000 0.1S000 0.15000
61 0.15000 0.16000 0.16000 0.11060 0.17000 0.12000
62 0.26000 0.21600 0.28000 0.230060 0.31000 0.25000
63 0.22000 0.18000 0.23000 0.2¢000 0.26000 0.22000
64 0.15000 0.13000 0.16000 0.14000 0.18000 0.16000
&5 0.25000 0.25000 0.27000 0.27600 0.30000 0.30000
66 0.14000 0.15000 0.15000 0.16000 0.17000 - 0.18000
67 0.12000 0.14000 0.13000 0.16000 0.14000 0.17000
68 0.12000 0.11080 0.13000 0.12060 0.15000 0.13000
69 0.09000  0.13000 010000  0.14000 0.11000 0.15000
70 1.00000 1.00000 1.00000 1.00060 1.00000 1.60000
Public Agency Fire %2 @ 55 and 2% @ 55
Age Rata Aae Rate
S0 0.01588 56 0.11079
51 - 0.00000 57 0.00000
52 0.03442 58 0.0549%
53 0.01990 59 0.04409
54 0.04132 60 1.00000
55 0.07513
Public Agency Police V2 @ 55 and 2% @ 55
Age Rate Age Rote
50 0.02552 56 0.06921
51 0.60006 57 0.05113
52 0.01637 58 0.07241
53 0.02717 5299 0.07043
54 0.00549 60 1.00000
55 0.16674
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Public Agency Police 29@ 50
. Duration of Service

Age S5Years 10Years 15Years 20Years 25Years 30 Years
50 0.0138 00138 Q0138 0.0138  0.0253 0.0451
51 0.0123 0.0123 0.0123 0.0123 0.0226 0.0402
52 0.0262 0.0262 0.0262 0.0262 0.0480 0.0855
53 0.0523 0.0523  0.0523 0.0523 0.0957 0.1706
54- 0.0697 00697 006897  0.0597  0.1275 0.2274
55 0.0899  0.0899 0.0899 0.06899  (.1645 0.2932
56 0.0638 0.0638 00638 00638 0.1166 0.2079
57 0.0711 0.0711  0.0711 0.0711  0.1300 0.2318
58 0.0628 00628 00628 0.0628  0.1149 0.2049
59 0.13%6 0.13% 0139 01396 01735 0.2544
&0 0,13%6 0.139%6  0.1396 01396 0.1719 0.2506
61 0.1386 0.13%6 0.1396 0.1396 0.1719 0.2506
62 0,1396 0.13% 0.1396 0.1396 01719 0.2506
63 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506
&4 0.13%6 0.1296 0.1396 0.1396 01715 0.2506
&5 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000

These rates also apply to Loca! Prosecutors, Lotal Sheriff, Schoo! Police, and Other Safety.

Public Agency Fire 2%@50
Duration of Service
Age 5 Years 10Years 15Years 20Years 25Years 30 Years
50 0.0065 0.0065 00065 000685 0.0101  0.0151
51 0.0081 0.0081 0.6081 0.0081 0.0125 0.0187
52 0.0173 0.0173 0.0173 0.0173 0.0267 0.0400
53 0.0465 0.0465 0.0465 0.0465 0.0716 0.1072
54 0.0638 0.0638 0.0638 0.0638 0.0983 -0.1471
55 0.0868 0.0858 0.0868 0.0868 0.1336 0.2000
56 0.0779 0.0779 0.0779 00779 0.1200 0.1796
57 0.0201 0.0901 0.0801 0.0s01 0.1387 0.2077
58 0.0790 0.0790 0.0790 0.0730 0.1217 0.1821
59 0.0729 0.0729 0.0725 0.0729 0.1123 0.1681
60 0.1135 0.1135 0.1135 0.1135 0.1747 0.2615
61 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618
62 0.1136 0.1136 0.1136 0.1136 0.1799 0.2618
63 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618
o 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618
65 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
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Public Agency Police 3% @55 -
Duration of Service
Age S5Years 10Years 15Years 20Years 25Years 30 Years
5D 10,0193 0.0193 0.0193  0.0193 0.0397 0.0600
51 0.0157 0.0157 0.0157 0.0157 0.0324 0.0491
52 0.0163 0.0163 0.0163 0.0163  0.0337 0.0510
53 0.0587 0.0587 0.0587 0.0587 0.1208 0.1829
54 0.0691 0.0691. 0.0691 00691 0,142 0.2154
55 0.1i64 01164 - 0.1164 0.1164 0.2397 0.3630
56 0.0756 0.0756 - 0.0756 0.0756  0.1556 0.2357
57 0.0581 0.0581 0.0581 0.0581 0.1196 0.1812
58 0.0508 0.0508 0.0508 4.0508  0.1045 0.1583
59 0.0625 0.0625 0.0625 0.0625  0.1287 0.1949
60 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000

» These rates also apply to Local Prosecutors, Local Sheriff, Schoot Pollce, and Other Safety.

Public Agency Fire 3% @ 55

. Duration of Service :
Age SYears 10Years 15¥ears- 20Years 25 Years 30 Years
50 0.0024 0.0024 0.0024 0.0035  0.0055 0.0065
51 0.0048 0.0048 0.0048 0.0070 0.0110 0.0128
‘52 0.0147 00147 0.0147 0.0215 0.0339 0.0396
53 0.0425 0.0425 0.0425 0.0621 0.0979 0.1142
54 0.0567 0.0567  0.05677 0.0828  0.1306 0.1523
55 0,0015 0.0915 00915  ©0.1337 0.2109 0.2459
56 0.0811 0.0811 0.0811  0.1184  0.1868 0.2178
57 0.0396 0.0996  0.0996 0.1455  0.2295 0.2676
58 0.0814 0.0814 0.0814 0.1189 0.1874 0.2185
59. 00775, 00775, . 00775, 041131 01784 0.2080
60 1.0000 1.6000 1.0000 1.0000  1.0000 1.0000
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Public Agency Police 3% @ 50
Duretion of Service
Age SYears 10Years 15Years 20Years 25Years 30 Years
50 0.0435 6.0435  0.0435 0.0821 0.1208 0.1559
51 0.0385 0.0385  0.0385 0.0728 0.1071 0.1382
52 0.0614 D.0614 0.0614 0.1159 0.1705 0.2200
53 00689 - 0.0689  0.0589 0.1303 0.1916 0.2472
%4 0.0710 0.0710 0.0710 0.1342 0.1974 0.2547
55 0.0898 0.0858 0.0898 0.1698 0.2497 0.3222
S6 0.0587 0.0687 0.0687 0.1299 0.1910 0.2465
57 0.0803 0.0803  £.0803 0.1518 0.2232 0.2880
58 0.0791 0.0791 0.6791 0.1495 0.2198 0.2837
59 0.0820 0.0820 (.0820 0.1549 0.2279 0.2940
50 1.0000 1.0000 1.0000 1.0000  1.0000 1.0000

» These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.

Public Agency Fire 3% @ 50

Duration of Service
Age SYears 10Years 15Yehrs 20 Years 25 Years 30 Years
50 0.0341 0.0341 0.0321 0.0477  0.0679 0.0804
51 0.0463 0.0463 0.0463 0.0647 0.0922 0.1091
52 0.0693 0.0693 0.0693 0.0967 0.1377 0.1630
53 D0.0835 0.0835 0.083% 0.1166 0.1661 0.1965
4 0.1025 0.1025 0.1025 0.1431 0.2038 02412
85 D0.1265 D.1265 0.1285 0.1766 0.2516 0.2977
56 0.1210 0.1210 0.1210 0.16%0 0.2407 0.2B48
57 0.1010 0.1010 0.1010 0.1411 0.2010 0.2378
58 0.1184 0.1184 0.1184 0.1652 0.2354 0.2786
i 0.1002 0.1002 0.1002 0.1399 0.1993 0.2358
80 1.0000 1.0000 1.0000 1.0000 1.0000 1.6000
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SUMMARY OF BENEFITS: COVERAGE GROUP 70001

The following Is a summary of the major plan provisions used In calculating the liabilities of the plan. Many of the

staternents in this summary are general in nature, and are intended to provide an eastly understood summary of the
complex Public Employees’ Retirement Law. The law itself gaverns in all situations,

RETIREMENT PROGRAM

Service Retirement

Eljaibility

A CalPERS member becomes eliglble for Service Retirement upon attainment of age 50 with at least
5 years of aedited service (total service across all CaiPERS employers, and with cestain other
Retirement Systems with which CalPERS has reciprodity agreements)

Benefit
The Service Retirement henefit calculated for service eamed by this group of employeesis a mofithly
allowance equal to the product of the benefit factor, years of service, and final compensation, where

« The benefit factor for this group of employees comes from the 2% at 55 Miscellanesus benefit
factor tsble. The factar depends on the member’s age at retirement. listed below are the factors

for retirement at whole year ages:
2% at 55
Retirement Miscellanecus
Age Factor
50 1.426%
51 1.522%
52 1.6268%
53 1.742%
54 1.866%
L1 2.000%
56 2.052%
57 2.104%
58 2.156%
59 2.210%
60 . .202% .-
61 2314%
62 2.366%

63 & Up 2418%

+ The years of service Is the amount credited by CalPERS to a member while he or she is employed
in this group (or for other periods that are recognized under the employer’s contract with
CalPERS). For a member who has eamed service with muftiple CalPERS employers, the benefit
from each employer Is calcutated separately according to each employer's contract, and then added
together for the total allowance. Any unused sick leave accumulated at the time of retirement witl
be converted to credited service at the rate of 0.004 years of service for each day of sick laave,

The final compensation is the monthly average of the member’s highest 12 conseautive months’
fulltime equivalent monthly pay (no matter which CalPERS employer pald this compensation). The

employees in this group are not covered by Social Seaurity. The final compensation is not offset by
a dollar amount.

¢ The Service Retirement benefit Is ot capped.
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Vested Deferved Retirement

i

A CalPERS member becomes eligihle for a deferred vested retirement benefit when he or she leaves
employment, keeps his or her contribution account batance on deposit with CalPERS, and has eamed at
least 5 years of credited service (total service across all CalPERS employers, and with certain other
Retirement Systems with which CalPERS has redpcwty agreements).

HeJlf

Eligibility to Start Recelving Benefits
The CalPERS member becomes eliglble to recelve the deferred retirement benefit upon satisfying the
eligth!ltty requirements for Deferred Status and upon attalnment of age 50.

The vested deferred retirement benefit Is the same as the Service Retirement benefit, where the benefit
factor is based on the member’s age at aliowance commencement, For members who have eamned service
with multiple C2IPERS employers, the benefit from each employer is calculated separately according to each
employer’s contract, and then added together for the total allowance.

Non-Industrial (Non-Job Relafed) Disabllity Retirement

Eflalbllity .

A CalPERS member is eligible for Non-Industrial Disabillty Retirement if he or she becomes disobled and has
at teast 5 years of credited service (total service across all CalPERS employers, and with certzin cther
Retirement System:s with which CalPERS has reciprocity agreements). There is nio special age requirement.
Disabled means the member is unable to perfarmi his or her job because of an liness or Injury which is
expectad to be permanent or to last Indefinitely. The lliness or injury does not have to be job related. A

CalPERS member must be actively working with any CalPERS employer at the time of disability in order to
be eligible for this benefit.

Benefit

The Non-Industrial Disability Retirement benefit Is a monthly allowance egqual to 1.8% of final

mmpensation, mutiiplied by service, which is determined as follows:
service is CalPERS credited service, for members with less than 10 years of service or greater than
18,518 years of service; or

s serviceis CalPERS credited service plus the additional number of years that the member would have
worked until age €0, for members with at least 10 years but not more than 18.518 years of service.
The maximum benefit in this case is 33 1/3% of-final Compensation. -

Members who are eligible for a larger service retirement benefit may choose to recelve that benefit in lieu of
a disabiiity benefit. Members aligtble to retire, and who have attalned the normal retirement age

determined by their service retirement benefit formota, will receive the same doflar amount for disability
retirement as that payable for service retirement. For members who have eamed service with multiple
CalPERS employers, the benefit attributed to each employer is the total disabliity aliowance multiplied by the
ratio of service with a particular employer to the total CalPERS service.

Post-Retirement Death Benefit

Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree’s designated
survivor(s), or to the retiree’s estate,

Form of Payment for Retirement Allowance }

B2



Case 12-32118 Filed 04/21/14 Doc 1393

! [

CALPERS ACTUARIAL VALUATION - JUNE 30, 2005 ) APPENDIX B
MISCELLANEQUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55 - COVERAGE GROUP 70001

Generally, the retirement allowence is pald to the retiree in the form of an annuity for as long as he or she
is alive. The retiree may choose to provide for a portion of his o her allowance to be paid to any )
designated beneficiary after the retiree’s death. CalPERS provides for a variety of such benefit options,

wildh the retiree pays for by taKing a redudbon In HiS or Rer redrement allowance. The [Brger the Simount

to be provided to the beneficiary Is, and the younger the beneficiary is, the greater the reduction to the
retiree’s allowance,

For retirement allowances with respect to service eamed by employment in this group, 50% of the
retirement allowance will automatically be continued to certain statutory benefictaries upon the death of the
retiree, without a reduction in the retiree’s allowance.” This additional benefit Is often referred to as post
refirement survivor alfowance (PRSA) or simply as survivor continuance.

In other wards, 50% of the allowance, the confinuance portion, is paid to the retiree for as long as he or
she Is 2live, and that same amount Is continued to the retiree’s spouse (or if no eligible spouse, to

unmarried chifdren until they attain age 18; or, if no eligible children, to a qualifying dependent parent) for
the rest of his or her lifetime.

The remalning portien of the retirement allowance, which may be referred to as the aption portion of the
beneftt, Is paid to the retiree as an annuity for as long as he or she Is alive. Or, the retiree may choose to
provide for some of this aption portion to be patd to any designated benefidary after the retiree’s death,
CalPERS offers a variety of such benefit options, which the retiree pays for by taking a reduction to the
option portion of his or her retirement allowance.

Pre-Retirement Death Benefits
Basic Death Benefit

Eligitility

An employee's beneficiary (or estate) may receive the Basic Death benefit If the member dies while
adively employed. A CalPERS member must be actively employed with the CalPERS employer
providing this benefit to be eligible for this benefit. A member's survivor who is eligible for any

other pre-retirement death benefit described below may choose to receive that death benefit
instead of this Basic Death benefit

¥

The Basic Death Benefit is a lump sum in the amount of the member’s accumuiated contributions,
where interest is cyrrently credited at 7.75% per year, plus a lump sum in the amount of one
month’s salary for each completed year of current service, up to-a maximum of six months' salary. -
For purpases of this benefit, one month's salary is defined as the member's average monthly full-
time rate of compensation during the 12 months preceding death.

1957 Survivor Benefit

An employee's eligible survivor(s) may recelve the 1957 Survivor benefit if the member dies while
adtively employed, has attained at least age 50, and has at least 5 years of credited service (total
service across all CalPERS employers and with certain other Retirement Systems with which
CalPERS has reciprodity agreements). A CaiPERS member must be actively employed with the
CalPERS employer providing this benefit to be eligible for this benefit. An eligible survivor means
the surviving spouse to whom the member was married at feast one year before death or, if there
s no eligible spouse, to the member's unmarried children under age 18. A member's survivor may
choose this benefit in lieu of the Basic Death benefit or the Spedal Death benefit.

Benefft

The 1957 Survivar benefit is a monthly %Iimnce equal to one-half of the unmodified Service
Retirement benefit that the member would have been entitled to receive if the member had retired

B3
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on the date of his or her death. If the benefit Is payabie to the spouse, the benefit is discontinued
upan the death of the spouse. If the benefit is payable to a dependent child, the benefit will be

discontinued upon death or attainment of age 18, unless the child is disabled. Thereisa

guarantee that the total amount paid will at least equal the Basic Death benefit.

Cost-of-Living Adjustments

Beginning the second calendar year after the year af retirement,.retirement and survivor allowances will be
annuslly adjusted on a compound basis by 5%. However, the cumulative adjustment may not be greater
than the cumulative change In the Consumer Price Index since the date of retirement.

Purchasing Power Protection Allowance (PPPA)

Retirement and survivor allowances are protected agalhst inflation By PFPA. PPPA benefits are mst;uf-llving
adjustments that are intended to maintain an individual’s allowance at 80% of the Initial allowance at

retirement adjusted for infiation since retirement. The PPPA benefit will be coordinated with other cost-of-
fiving adiustments provided under the plan.

Employee Contributions

Each employee contributes toward his or her retirement based upon the following schedule. The emplayer
may choose to "pick-up” these contributions for the employees, :

The percent contribuzted befow the manthly compensation breakpoint is 0%.

The monthly compensation breakpaint is $0. :

The percent contributed above the monthly compensation breakpoint is 7%.

Employer Pald Member Contributions (EPMC)

Through the collective bargaining process, the employer, who has agreed to pay the employee conbributions for
this group, will stop paying these contributions during the final compensation period and instead increase the
pay of the members by 7%, This will result in a higher average monthly pay for the purpose of computing the
member’s retirement allowance.

Refiind of Employee Contributions” - -

If the member’s service with the employer ends, and If the member does not satisfy the ellgibliity conditions
for any of the retirement benefits above, the member may elect to receive a refund of his or her employee
contributions, which are credited annually with 6% interest.

1959 Survivor Benefit Fourth Level

“This benefit is not included in the results presented earller in this valuation. For more Information on this_
benefit go to the CalPERS website at www.calpers.ca.gov. _
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SUMMARY OF BENEFITS: COVERAGE GROUP 70002

The following is a summary of the major plan provisions used in clculating the liabilities of the plan. Many of the

statements in this summary are general in nature, and are intended to provide an easily understood summary of the
complex Public Employees’ Retirernent Law. The law itself govemns in all situations,
RETIREMENT PROGRAM
Service Retirement
Eliqlbility )
A CalPERS member becomes eligible for Service Retirement upon attainment of age 50 with at least

5 years of credited service (tolal service across all CaIPERS employers, and with certain other
Retirement Systems with which CalPERS has rediprocity agreements)

Benefit _
The Service Retirement benefit calculated for service eamed by this group of emplayees Is-a monthly
allowance equal to the product of the benefit factor, years of service, and final compensation, vihere

+ The benefit factor for this group of employees comes from the 2% at 55 Miscellaneous benefit
factor table. The factor depends on the member’s age at retirement. Listed below are the factors

for retirement at whole year ages:
2% at 55
Retirement Miscellanecus
Age factor . o
50 1426%
51 1.522%
52 1.628%
53 1.742%
54 1.866%
55 2.000%
56 2.052%
57 2.104%
58 2.156%
59 2.210%
60 2.262% -
61 2.311%
62 2.366%

63&Up 2.418%

s  The years of service Is the amount credited by CalPERS to a member while he or she is employed
in this group: (or for other periods that are recognized under the emplayer’s contract with
CalPERS). For a member who has eamed service with multiple CalPERS employers, the benefit
from each employer Is calculated separately according to each employer's contract, and then added
together for the total allowance. Any unused sick leave accumulated at the time of retirement will
be converted to credited service at the rate of 0.004 years of service for each day of sidk leave.

»  The final compensation is the monthly average of the member’s highast 12 consecutive months’
full-ime equivalent monthly pay (no matter which CalPERS employer paid this compensation). The
emplayees In this group are covered by Sodal Security, The benefit is refarred to as being
*modlfied” because the final compensation is offset by $133.33 (or by one third ¥ the final
compensation is less than $400),

« The Service Retirement benefit Is not capped.
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Vested Deferred Retirement

EliGIbI[y for Deferred Statiis ' :

A CalPERS member becomes eligible for a deferred vested retirement benefit when he ar she leaves
employinent, keeps his or her contribution account balance on deposit with CalPERS, and has earned at
least 5 years of credited service (total service across all CalPERS employers, and with certaln other
Retirement Systems with which CalPERS has redprodity agreements),

Be

Eliglbility to Start Receiving Benefits
The CalPERS member becomes eliglble to receive the deferred retirement benefit upon satisfying the
eliglhliity requirements for Deferred Status and upon attalnment of age 50. '

Bepafit

The vested deferred retirement benefit is the same as the Service Retirement benefit, where the benefit
fa‘dm is based on the member’s age at alowance commencement. For members who have eamed sefvice
with multiple CalPERS employers, the benefit from each employer is calculated separately according to each
employer’s contract, and then added fogether for the total allowange.

Non-Industrial (Non-Job Related) Disability Retirement

Eliglbliity '

A CalPERS member Is eligible for Non-Industrial Disability Retirement if he or she becomes disabled and has
at least 5 years of credited service (total service across all CalPERS.employers, and with certain other
Retirement Systems with which CalPERS has recipmocity agreements). There is no spedal age requlrement.
Disabled means the member IS unable ta perform his or her job becausa of an liness or Injury which is
expected to be permanent or to last indefinitely. The iiiness of injury does not have to be job related. A

CalPERS member must be actively working with any CalPERS employer at the ime of disability In order to
be efiglble for this benefit. .

Benefit .

The Non-Industrial Disability Retirement benefit is a monthly allowance equal to 1.8% of final

compensation, multiplied by service, which is detenmined as follows:

+ serviceis CalPERS credited service, for members with less than 10 years of service or greater than
18.518 years of service; or . _

»  servicels CalPERS credited service plus the additional number of years that the member would have
worked until age 60, for members with at least 10 years but not more than 18.518 -years of service.
The maximum benefit in this case Is 33 1/3% of Fnal Compensation,

Members who are eligible for a larger service retirement benefit may choose to receive that benefit in lieu of
a disabllity benefit. Members eligible to retire, and who have atiained the normal retirement age

determined by their service retirement benefit formula, wiil recelve the same dollar amount for disabiitty
retirement as that payable for service retirement. For members who have eamed service with multiple
CalPERS employers, the benefit attributed to each employer is the total disability allowance multiplied by the
retio of service with a particular employer to the total CalPERS service, .

Post-Retirement Death Benefit.

Lump Sum Payment _
Upon the death of a retiree; a one-time lump sum payment of $500 will be made to the retiree’s deslgnated
survivor(s), or to the retiree’s estate, ‘

Form of Payment for Retirement Aliowance
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Generally, the retirement allowance is paid to the retiree In the form of an annuity for as long as he or she
. is alive. The retiree may choose to provide for 2 portion of his or her aflowance to be paid to any

designated beneficiary after the retiree's death. CalPERS provides for a variety of such benefit optioris,
which the retiree pays for by taking a reduction in fis or her retirement allowance, JThe rger the amount
to be provided to the beneficiary is, and the younger the beneficiary Is, the greater the reduction to the
retiree’s allowance,

For retirement allowances with respect to service eamned by employment in this group, 25% of the
retirement allowance will automatically be continued to certain statutory beneficiaries upon thie death of the

 retiree, witfouta reduction in the retiree’s aliowance. This additional benefit is often referred to as post
retirement survivor alfowance (PRSA) or simply as survivor continuance. :

In other wards, 25% of the allowance, the continuance portion, Is paid to the retiree for as long as he or
she s alive, and that same amount ks continued to the retiree’s spause (or if no eligible spouse, to

unmarried children untit they attain age 18; or, If no efigible children, to a qualifying dependent parent) for
the rest of his or her jiffetime. ’

The remaining portion of the retirement allowance, which may be referred to as the ‘option portion of the
benefit, is paid to the retiree as an annuity for as long as he or she is alive. Or, the retiree may choose to
provide for some of this option portion to be pald to any designated benefidary after the retiree’s death,
CalPERS offers a variety of such benefit options, which the retiree pays for by taking a reduction to the
option portion of his or her retirement allowance.

Pre-Retirement Death Benefits
Basic Death Benefit

Eliqibility

. An employee’s beneficlary (or estate) may receive the Basic Death benefit If the member dles while
actively employed. A CaiPERS member must be actively employed with the CalPERS employer
providing this benefit to be eligible for this benefit. A member’s survivor who Is eligible for any
other pre-retirement death benefit described below may choose to receive that death benefit
instead of this Basic Death benefit,

The Basic Death Beneftt Is a lump sum in the amount of the member's accumulated contributions,
where Interest Is currently credited at 7.75% per year, plus a lump sum In the amount of one
month's salary for each completed year of curvent service, up toa maximum of six months’ salary.
For purpeses of this benefit, one month's salary s defined as the member's average monthly fuii-
time rate of compensation during the 12 munths preceding death.

1957 Survivor Benefit

Eligibility

An employee’s efigible survivor(’s) may recelve the 1957 Survivor benefit if the member dies while
adtively employed, has attained at least age 50, and has at least 5 years of credited service (total
service across ail CalPERS employers and with certain cther Retirement Systems with which
CalPERS has redprodity agreements). A CaiPERS member must be actively employed with the
CalPERS employer providing this benefit to be eligible for this benefit. An eligible surviver means
the surviving spouse to whom the member was marvied at least one year before death or, If there
is no eligible spouse, to the member's unmarried children under age 18, A member’s survivor may
choose this benefit in Heu of the Basic Death benefit or the Spedal Death benefit.

Benefit .

The 1957 Survivor benefit is a monthly éllowance equal to one-half of the unmodified Service
. Retirement benefit that the member would have been entitied to receive If the member had setired

87
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on the date of his or her death, If the benefit is payable to the spouse, the benefit is discontinued
upon the death of the spouse. If the benefit is payable to a dependent chiid, the benefit will be
discontinued upon death or attainment of age 18, unless the child is dissbled. Thereisa

guarantee that the total amount paid will at least equal the Basic Death benefit,

Cost-of-Living Adjustments

Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be
annually adjusted on a compound basls by 5%. However, the cumulative adjustment may not be greater
than the cumulative change in the Consumer Price Index since the date of retirement,

Purchasing Power Protection Allowance (PPPA)

Retirement and survivor allowances are protected against inflation by PPPA. PPPA benefits are cost-of-living
adjustments that are intended to maintain an individual's allowance at 80% of the initial allowance at

retirement adjusted for inflation since retirement. The PPPA benefit will be coordinated with other cost-of-
living adjustments provided under the plan.

Emplayee Contributions

Each employes contributes toward his or her retirement based upon the foflowing schedute. The employer.
may choose to "pick-up® these contributions for the employees,

The percent contributed below the monthly-tpmpensation breakpolnt is 0%.

The monthly compensation breakpoint is $133.33,

The percent contributed above the monthly compensation breakpolnt is 7%.

Employer Pald Member Contributions (EPMC)

Through the collective bargalning process, the employer, who has agreed to pay the employee contributions for
this group, will stop paying these contributions during the final compensation period and instead increase the

pay of the members by 7%. This will result In a higher average monthly pay for the purpese of computing the
member’s retiremnent allowance.

Refund of Employee Contributions.. - - - ... —..

If the member’s service with the employer ends, and If the member does not satisfy the eligibility conditions
for any of the retirement benefits above, the member may elect to receive a refund of his or her employee
contributions, which are credited annually with 6% interest.
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SUMMARY OF BENEFITS: COVERAGE GROUP 70401

The following is a summary of the major plan provisions used in calculating the liabilities of the plan. Many of the
statements in this summary are general in nature, and are intended 1o provide an easily understood summary of the
complex Public Employees’ Retirement Law. The law itself governs In all situations.
RETIREMENT PROGRAM
Service Retirement

Eligibility

A CalPERS member beomes eligible for Service Retirement upon attainment of age 50 with at least

5 years of credited service (tota! service across all CalPERS employers, and with certain other
Retirernent Systems with which CalPERS has reciprocity agreements)

Benefit
The Service Retirement benefit calculated for service earned by this group of employees is a monthly
allowance equal to the product of the benefit factor, years of service, and final cormpensation, where

o The benefit factor for this group of employees comes from the 2% at 60 benefit factor table. The
factor depends on the member’s age at retirement. Listed below are the factors for retirement at

whole year ages:
Retirement 2% at 60
Age Eactor

50 1.002% ¥
51 1.156%
52 1.224%
53 1.296%
54 1.376%
55 1.460%
56 1.552%
57 1.650%
58 1.758%
59 1.874%
60 2.000%
61 2:134%
62 2.22%

63&Up  2.418%

s The ywars of service Is the amount credited by CalPERS to a member while he or she Is employed
In this group (or for other periods that are recognized under the employer’s contract with
C2IPERS). For a member who has eamed service with muitiple CalPERS employers, the benefit
from each employer is calculated separately according to each employer’s contract, and then added
together for the total allowance. Any unused sick leave accumulated at the time of retfrement will
be converted to aredited service at the rate of 0.004 years of service for each day of sick leave,

 The final compensation is the monthly average of the member’s highest 36 conseautive months’
full-ime equivalent monthly pay (no matter which CalPERS employer pald this compensation). The
employees in this group are covered by Social Security. The benefit is referred to as belng
"modified” because the final compensation is offset by $133.33 (or by one third If the final
compensation Is less than $400),

= The Sesvice Retirement benefit is not capped.
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Vested Deferred Retirement

A CalPERS member becomes ellglble for a deferred vested retirement benefit when he or she leaves

employment, keeps his or her contribution acoount balance on deposit with CalPERS, and has ezmed at
teast 5 years of credited service (total service across all CalPERS employers, and with certain other
Retirement Systems with which CalPERS has rédprocity agreements). T

b, i : -
The CalPERS member becomes eligible to receive the deferred retirement benefit upon satisfying the
eliglbility requirements for Deferred Status and upon attainment of age 50.

The vested deferred retirement benefit is the same as the Service Retirement benefit, where the benefit
factor is based on the member's age at allowance commencement. For members who have eamed sarvice
with multiple CalPERS employers, the beneftt from each employer is calculated separately according to each
employer's contract, and then added together for the total allowance. _

Non-Industrial (Non-Job Related) Disahility Retirement

i

Eligibilily .

A CalPERS member Is eligible for Non-Industriaf Disability Retirement if he or she becomes disafledfand has
at least 5 years of credited service (total service across all CalPERS emptoyers, and with certain other
Retirement Systems with which CalPERS has reciprocity agreements). There is no spedal age requirement.
Disabled means the member is unable to perform fis or her job because of an ifiness or njury which is
expected to be permanent or to fast indefinitely. The lliness or injury does not have to be job related. A

CalPERS member must be actively working with any CalPERS employer at the ime of disabllity In order to
be eligible for this benefit. _ ' ' ‘

The Non-Industrial Disabifity Retirement benefit is a monthiy aflowance equal to 1.8% of final

compensation, multiplied by service, which is determined as follows:

o servicels CalPERS credited service, for members with less than 10 years of service or greater than
18518 years of service; or .

e servicels CalPERS credited service plus the additional number of years that the member would have
worked until age 60, for members with at least 10 years but not more than 18.518 years of service.
The maximum benefit In this case Is 33 1/3% of Final Compensation,

Members who are efigible for a larger service retirement benefit may choase to receive that benefit In lieu of
a disabliity benefit. Members eligible to retire, and who have attained the normal retirement age

determined by thelr service retirement benefit formula, will receive the same dollar amount for disabllity
retirement as that payable for service retirement. For members who have eamed service with multiple
CalPERS employers, the benefit attributed to each employer Is the total disabllity allowance muttiplied by the
ratio of service with a particular employer to the total CalPERS service.

Post-Retirement Death Benefit

Lump Sum Payment .
Upon the death of a retiree, a one-time jump sum payment of $500 will be made to the retiree’s designated
survivar(s), or to the retiree’s estate,

Pre-Retirement Death Benefits
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. Basic Death Benefit
B,

An employee's benefidiary (or estate) may receive the Basic Death benefit if the member dies while
actively employed. A CalPERS member must be actively employed with the CalPERS employer
praviding this benefit to be eligible for this benefit. A member’s survivor wha ks eligible for any
other pre-retirement death benefit described below may choose to receive that death benefit
instead of this Basic Death benefit., .

Benefit .

The Basic Death Benefit s a lump sum In the amount of the member’s accumulated contributions,
where interest is curvently credited at 7.75% per year, plus a lump sumn In the amount of one
month's salary for each completed year of current service, up to a maximum of six months' salary.
For purposes of this benefit, one month's salary is defined as the member's average manthly fuil-
time rate of compensation during the 12 months preceding death.

1957 Survivar Benefit

EligibilRy

An employee's eligible survivar(s) may recelve the 1957 Survivor benefit if the member dies while
actively employed, has attained at least age 50, and has at least S years of credited service (tota!
service across all CalPERS employers and with certaln other Retirement Systems with which
CalPERS has rediprocity agreements). A CalPERS member must be actively employed with the
CalPERS employer providing this benefit to be eligible for this benefit. An efigible survivor mezns
the surviving spouse to whom the member was married at feast one year before death or, if there
is no eligible spouse, to the member's ung}am'ed children under age 18. A member’s surviver may
choose this benefit in feu of the Basic Death benefit or the Special Death benefit,

9 Bence |

The 1957 Survivor benefit Is a menthly allowance equal to one-half of the unmodified Service
Retirement benefit that the member would have been entitied to receive if the member had retired
on the date of his or her death. If the benefit is payable to the spouse, the benefit is discontinued
upon the death of the spouse. If the benefit is payable to a dependent child, the benefit wili be
discontinued upon death or atteinment of age 18, unless the child is disabled. Thereisa
guarantze that the total amount paid will at least equal the Basic Death benefit.

Cost-of-Living Adjustments

Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be
annually adjusted on a compound basis by 2%. However, the cumulative adjustment may not be greater
than the cumulative change in the Consumer Price Index since the date of retirement.

Purchasing Power Protection Allowance {(PPPA}

Retirement and survivor aflowances are protected against inflation by PPPA. PPPA benefits are cost-of-living
adjustments that are intended to maintain an individual's allowance at 80% of the Initial allowance at
retirement adjusted for infiation since retirement. The PPPA benefit wilt be coordinated with other cost-of-
living adjustments provided under the plan.

Employee Contributions

Each employee contributes toward his or her retirement based upon the following schedule. The employer
. may choose to "pick-up” these contributions for the employees.
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The percent contributed below the monthly compensation breakpoint is 0%. -
The monthly compensation breakpoint is $133.33,

The percent contributed ahove the monthly compensation hreakpoint Is 7%,

Refund of Employee Contributions

If the member’s service with the employer ends, and if the member does not satisfy the eligibility conditions

for any of the retirement benefits above, the member may elect to receive a refund of his or her employee
contributions, which are credited annually with 6% interest.
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SUMMARY OF BENEFITS: COVERAGE GROUP 70402

The following is a summary of the major plan provisions used in calculating the labilities of the plan, Many of the

staternients in this summary are general in nature, and are intended to provide an easily understood summary of the
complex Public Employees’ Retirement Law. The law itself govemns in all sttustions.

RETIREMENT PROGRAM
Service Retirement

Ellglbliity

A CalPERS member becomes eligible for Service Retirement upon attaimment of age 50 with at feast
5 years of credited service (total service across all CalPERS employers, and with certain other
Retirement Systems with which CAPERS has rediprocity agreements)

Benefit :
The Service Retirement. benefit caloutated for service earned by this group of employees Is a monthly
allowance equal to the product of the benefit factuy, years of service, and final compensation, where

s The benefit factor for this group of employees comes from the 2% at 60 benefit factor table. The
factor depends on the member’s age at retirement. Listed below are the factors for relirement at

whole year ages:
Retirement 29% at 60
Age factor
50 1092%
51 1.156%
52 1.224%
53 1.296%
54 1.376%
55 1.460%
56 1.552%
57 1.650%
58 1.758%
59 1.874%
&0 2.000%
51 2.134%
62 2.27%

63&Up 2.418%

o The years of service is the amount credited by CalPERS to 2 member while he or she is employed
in this group (or for other periods that are recognized under the employer's contract with
CalPERS). For a member whao has eamed service with multiple CalPERS esnployers, the benefit
from each employer is calculated separately according to each employer's contract, and then added
together for the total allowance. Any unused sick Jeave accumulated at the time of retirement will
be converted to credited service at the rate of 0.004 years of sarvice for each day of sick leave.

+ The final compensation Is the monthly average of the member's highest 36 consecutive months’
full-ime equivalent monthly pay (no matter which CalPERS employer paid this compensation). The

employees in this group are not covered by Social Security. The fina! compensation Is not offset by
@ dollar amount.

+ The Service Retirement benefit is not capped.
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Vested Deferred Retirement ' - o .

ACAIPERS member becomes eligible for a defemed vested retirement benefit when he or she leaves

employment, keeps his or her contribution acoount batance on deposit with CalPERS, and has eamed at
least 5 years of credited service (total service across all CalPERS employers, and with certaln other
Retirement Systems with which CalPERS has reciprocity agreements),

Eligibility to Start Recelving Benelits .
The CalPERS member becomes efigible to receive the deferred retirement benefit upon satisfying the
eligibiltty requirements for Deferred Status and upon attalnment of age 50.

Beneflt X ’

The vested deferved retirement benefit Is the same as the Service Retirement benefit, where the benefit
factor Is based on the member's age at allowante commencement. For members who have eamed service
with multiple CalPERS employers, the benefit from each empioyer is Galculated separately according to each
employer's contract, and then added together for the total allowanoe.

Non-Industrial (Non-Job Related) Disabllity Retirement

I

Eligibiiity .

A CalPERS member Is eligible for Non-Industrial Disabllity Retirernent If he or she becomes disstied’ and has
at least 5 years of credited service (total service across all CalPERS employers, and with cartaln other
Retirement Systems with which CalPERS has reciprocity agreements). There is no spedal age requirement.
Disabled means the member Is unable to perform His or her job because of an iliness or injury which is
expected to be permanent or to last indefinitely. The iliness or Injury does nct have to be job related. A

CalPERS member must be actively working with any CalPERS employer at the time of disability in order to
be eligible for this benefit.

The Non-Industrial Disability Retirernent benefit is a monthly allowance equal to 1.8% of final

ompensation, multiplied by service, which is determined as follows:

« senviceis CAlPERS credited service, for members with less than 10 years of service or greater than
18.518 years of servics; or

s servicels CIPERS credited service plus the additional number of years that the member would have
warked until age 60, for members with at feast 10 years but not more than 18.518. years of service.
The maximum benefit in this case is 33 1/3% of Final Compensation. . :

Members who are eligible for a farger service retirement benefit may choose to receive that benefit In liey of
a disability benefit. Members eligible to refire, and who have attzined the normal retirement age
determined by thelr service retirement benefit formula, wiil recelve the same dollar amount for disabifity
retirement as that payable for service retirement.: For members who have eamed service with muitiple
CalPERS employers, the benefit attributed to each employer Is the tota! disabliity allowance multiplied by the
ratio of service with a particular employer to the total CalPERS service. ‘

Past-Retirement Death Benefit -

Lump Sum Payment ' _
Upon the death of a reliree, a one-time lump sum payment of $500 will be made to the retiree’s designated
survivar(s), or to the retiree’s estate.

Pre-Retirement Death Benefits i
Basic Death Benefit .
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. Eligibllity .
An employee’s beneficiary (or estate) may receive the Basic Death benefit if the member dies while

acﬁvelnmplayed?’A‘CmPERSﬁEﬁﬁFﬁiﬁm'iﬁm‘eW Employed with tiie CAIPERS employer
providing this benefit to be ellglble for this benefit. A member's survivor who Is efigible for any
other pre-retirement death benefit described below may choose to receive that death benefit
instead of this Basic Death benefit,

Benefit :

The Basic Death Benefit is a lump sum in the amount of the member’s accumutated contributions,
where Interest is currently credited at 7.75% per year, pius a lump sum in the amount of ane
month's salary for each completed year of current service, up to a maximum of six months' salary,
For purposes of this benefit, one month's salary Is defined as the member's average monthly fujl-
time rate of compensation during the 12 manths preceding death.

1957 Survivor Benefit

Eliglbility

An employee’s eligitle survivor(s) may receive the 1957 Survivar benefit if the member dies while
adlively employed, has attalned at least age 50, ard has at least 5 years of credited service (iotal
service across all CalPERS employers and with certain other Retirement Systems with which
CalPERS has reciprocity agreements). A CalPERS member must be actively employed with the
CalPERS employer providing this benefit to be eligible for this benefit. An eligible survivor means
the surviving spouse to whom the member was married at least one year before death or, if there
Is no eligibie spouse, to the member’s unmarried children under age 18, A member’s survivor may
choase this benefit In lieu of the Basic Deiath benefit or the Special Death benefit.

Benefit

. The 1957 Survivar benefit is a monthly allowance equal to one-half of the unmodified Service
Retirement benefit that the member would have been entitied to recelve if the member had retired
on the date of his or her death. If the benefit is payable to the spouse, the benefit Is discontinued
upon the death of the spouse. If the benefit Is payable to a dependent child, the benefit will ba
discontinued upan death or attainment of age 18, uniess the child is disabled. Thereisa
guarantee that the total amount paid will at least equal the Basic Death benefit,

Cost-of-Living Adjustments

Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be
annuatly adjusted on a compound basls by 2%. However, the cumulative adjustment may not be greater
than the cumulative change in the Consumer Price Index since the date of retirement.

Purchasing Power Protection Alfowance (PPPA)

Retirement and survivor allowances are protected against inflation by PPPA. PPPA benefits are cost-of-living
adjustments that are intended to malntain an individual's allowance at 80% of the inftial ajlowance at

retimment adjusted for inflation since retirement. The PPPA benefit will be coardinated with other cost-of-
living adjustments provided under the plan,

Employee Contributions

Each employee contributes toward his or her rét!rement based upon the following schedule, The employer
may choose to “pick-up” these contributions for the employees,
. The percent contributed below the monthly compensation breakpoint is 0%,
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The monthly compensation breakpoint Is $0.
The percent contributed above the monthly compensation breakpoint is 7%.

Refund of Employee Contributions

If the member’s service with the employer ends, and if the member does nct satisfy the eligibility conditions
for any of the retirement benefits above, the member.may elect to receive a refund of his or her employee
contributions, which are credited annually with 6% interest.

1959 Survivor Benefit Fourth Level

This benefit is not Incfuded in the results pmésentad earfler in this valuation. For more information on this
benefit go to the CalPERS website at www.clpers.ca.gov.
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CALPERS ACTUARIAL VALUATION ~ JUNE 30, 2005
GASB STATEMENT NO. 27

MISCELLANEOUS PLAN of the CITY OF STOCKTON
Information for Compliance with GASB Statement

" APPENDIXC

No. 27

Under GASB 27, an employer reports an annual pension aast (APC) equal to the annual required contribution
{ARC) plus an adjustment for the cumulative difference betwsen the APC and the employer’s actual plan
contributions for the year, The cumulative difference is calied the net pension obligation (NPQ). The ARC for
the pertiod July 1, 2007 to June 30, 2008 has been determined by an actuarial valuation of the plan as of June
30, 2005. The contribution rate for the indicated period Is 16.605% of payroll. In order to calculate the dollar
value-of the ARC for Indusion in finandial statements prepared as of June 30, 2008, this contribution rate, as
modified by any amendments for the year, would be multiplied by the payroll of covered employees that was
actually pald during the period July 1, 2007 to June 30, 2008, The employer and the employer’s auditor are
responsible for determining the NPO and the APC.

Note: If an agency elects the Annual Lump Sum Prepayment Option, the ARC for the period July 1, 2007
through June 30, 2008 is $9,035,551 plus the contribution, If any, for the 1959 Survivor Program.

A summary of princpal assumptions and methods used to determine the ARC Is shown below,

e
Valuation Date June 30, 2005
Actusarial Cost Method Entry Age Actuarial Cost Method
Amortization Method Level Percent of Payroll
Average Remalning Period 27 Years as of the Valuation Date
Asset Valuation Method 15 Year Smocthed Market
Achuartal Assumptions
Investment Rate of Retumn  7.75% (net of administrative expenses)
Projected Salary Increases  3.25% to 14.45% depending on Age, Service, and type of employment
Infiation 3.00%
Payroli Growth 3.25%

Individual Salary Growth A merit scale varying by duration of employment coupled with an

assumed annual inflation growth of 3.00% and an annual production
growth of 0.25%.

initial unfumded Habilities are amortized over a dosed period that depends on the plans date of entry into

_ CalPERS. Subsequent plan amendments are amortized as a level percentage of pay over a dosed 20-year
period. Gains and losses that occur in the operation of the plan are amortized over a 30 year rolling period,

which results in an amortization of about 6% of unamortized galins and losses each year, If the plan's accrued

liablity exceeds the actuarfal value of plan assets, then the amortization payment on the totat unfunded liablliity

may not be lower than the payment elaulated over a 30 year amortization period. More complete information

on assumptions and methods is provided in Appendix A of this report. Appendix B contains a description of
benefits induded in the valuation,

The Schedute of Funding Progress below shows the recent history of the actuarial value of assets, actuarial
accrued labllity, their relationship, and the relationship of the unfunded actuariat accrued liability to payroli.

Valuation Accrued Actuarial Value Unfunded Funded Annual ULAsa
Date Liability of Assets Liability (tIL) Status Covered % of
Payroll Payroll
(s} (b) {a)-(b) (b)/{a) (c) {(a}-(b})]/(c)
06/30/03 | $ 344,833,214 | ¢ 305878921 {$ . 39,054,293 BB.7% | $ 54,241 063 72.0%
06/30/04 366,460,118 321,947,380 ; 44,512,738 87.9% 50,602,143 88.0%
06/30/05 393,457,559 345,177,129 48,280,430 87.7% 51,317,103 94.1%
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Glossary of Actuarial Terms

Accrued Liahility

The total dollars needed as of the valuation date to fund al! benefits earned In the past for current
members,

Actuarial Assumptions
Assumptions made about certain events that will affect pension costs. Assumptions generally can be broken
down into two categories: demographic and economic. Demographic assumptions indude such things as

mortality, disability and retirement rates, Economic assumptions include Investment return, salary growth
and inflation.

Achuarial Methods

Procedures employed by actuaries to achieve certain goals of a pension plan. These may indude things
such as funding method, setting the length of time to fund the past service liability and determining the
actuarial value of assets,

Actuarial Valuation
The determination, as of a valuation date, of the norma! cost, actuarial accrued liabllity, actuarial vaiue of

assets and related actuarial present values for a pension plan. These valuations are performed annually or
when an employer is contemplating a change to thelr plan provisions.

Actisarial Value of Assets
The actuarial value of assets used for funding purposes is obtained through an assst smoaothing technigque
where investment gains and losses are partially recognized in the year they are incurred, with the remainder
recognized In subsequent years. FON

This method helps to dampen large fuctuations.in the employer cantribution rate.

Amortization Bases
Separate payment schedules for different portions of the unfunded Hability. The totat unfunded Hability {or
side fund) can be segregated by "rause®, creating “bases” and each such base wili be separately amortized
and paid for over a spedfic period of time. This can be likened to a home mortgage that has 24 years of
remaining payments and a second on that mortgage that has 10 years left. Fach base or each mortgage
note has its own terms (payment period, principal, etc.)

Generally in an actuarial valuation, the separate bases consist of changes in liability {principal) due to
amendments, actuarial assumption changes, actuarial methodology changes, and gains and losses.
Payment periods are determined by Board policy and vary based on the cause of the change.

Amortization Period
The number of years required to pay off an amortization basa.

Annual Required Contributians {ARC) s
The employer's periodic required annual contributions to a defined benefit pension plan, calculated in
accordance with the plan assumptions. The ARC is determined by multiplying the employer contribution
rate by the payroll reported to CalPERS for the applicable fiscal year. However, if this contribution is fully
prepaid In a lump sum, then the dollar value of the ARC is equal to the Lump Sum Prepayment.

Entry Age
The earllest age at which a plan member begins to acerue benefits under 2 defined benefit pension plan or
risk pool. In most cases, this is age of the member on thelr date of hire.

Entry Age Normal Cost Method )
An actuaria! cost method designed to fund a member's total plan benefit over the course of his or her
career, This method s designed to yield a rate expressed as a level percentage of payroll,
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(The assumed rehrement age less the entry age Lﬁhe amount of time required to fund a member’s total
benefit. Generally, the older a member on the date of hire, the greater the entry age normat cost. This Is
mainly because there is less time to earn investment income to fund the future benefits.)

-Excess Assets ‘
When a plan's actuarial value of assets is greater than Its accrued fabliity, the difference Is the plan’s excess
assets, A plan with excess assets Is said to be overfunded. The result of having excess assets is that the
plan may temporarily reduce future contributions, . -

Fmsh Start .
When multiple amortization bases are collapsed into one base and amortized over a new funding period. At
CalPERS, a fresh start is used to avold Inconsistendes that would otherwise ocaur.

Funded Status

A measure of how well funded a plan Is. Or equivalently, how “on track” a plan is with respect to asseis vs.

- acciued lisbiiities. We calculate a funded ratio by dividing the actuarial value of assets by the aconed
liabiiiles. A ratio greater than 100% means the plan or risk pool has more assets than liabiiities and a ratio
less than 300% means liabilities are greater than assets.

Lump Sum Contribution
A payment made by the employer to rediite or eliminate the unfunded fability,

Norma! Cost '

The annuat cost of service accrual for the upcoming fisca! year for active employees. The normiat cost
should be viewed as the long term contribution rate. )

Pension Actuary oo . )
A person who is responsible for the calculations nicessary to properly fund a pension plan.

Prepayment Contribution . .
A payment made by the employer to reduce or efiminate the year's required employer contribution.

Present Value of Benefits

The total dolfars needed as of the vafuation date to fund ail benefits eamed In the past or expected to be
eamed in the future for cvrent members, ©

Roliing Amortization Period -
An amortization period that remains the same each year, or does not deciine.-

s“m'fundﬁ . 'R P .. .= . - - ) T e R . ," [ .
A condition existing when the actuarial value of assets exceeds the present value of benefits. When this

condition exists on a given valuation date for a given plan, employee contributions for the rate year covered
by that vaiuation may be waived.

Unfunded Liabliity

A plan with an actuarial value of assets below the accrued liability Is said o have an unfunded tiability and
must temporarily increase contributions to get back on schedule. - ’
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Charles F. Adams (State Bar #69952)
Courtney L. Jones (State Bar #178686)
fed__ -3 0

o iy

Jones Hall, A Professional Law Corporation —7
650 California Street, 18th Floor ROSAJUNQUHRO CLERK

|san Francisco, California 94108

Telephone: (415) 391-5780 | By FRANGINE SMITH

—

g

Facsimile: (415) 391-5784 DEPUTY
cadams@joneshall.com
cjones€@joneshall.com

Richard E. Nosky, Jr., Esq. (State Bar #130726)

City Attorney

City of Stockton

425 North El Dorado Street, 2™ Floor
Stockton, California 95202
Telephone: (209) 937-8333
Facsimile: (209) 937-8898
ren.noskyéci.stockton.ca.us

Attorneys for City of -Stockton,
Plaintiff

IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA
IN AND FOR THE COUNTY OF SAN JOAQUIN

UNLIMITED CIVIL JURISDICTION
CITY OF STOCKTON,

Plaintiff, No. CV030753

vS.

MATTER OF THE ISSUANCE AND“ SALE_OF " JUDGMENT

cITY OF‘ s'rocm-on TO THE CALTFORNIA
PUBLIC EMPLOYEES' RETIREMENT
SYSTEM UNDER THE PUBLIC EMPLOYEES'

RETIREMENT LAW, AND ALL [Fee Exemption:

" Govt. Code § 6103)
INCLUDING THE ADOPTION OF A

RESOLUTION AUTHORIZING THE
ISSUANCE_AND SALE OF SUCH BONDS,

Defendants.
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The motion of Plaintiff, City-of Stockton, for a default
judgment having come before the Court, and the Court having
reviewed the Memorandum of Points and Authorities In Support of
Plaintiff’s Application For Default Judgment, the ﬁeclarations

in support thereof and the papers on file in this action, and

‘| good cause appearing therefor;

IT IS HEREBY ORDERED, ADJUDGED AND DECREED as follows:

(1) this action .is properly brought pursuant to §860 et
seg. of the Code of Civil’Procedure, and §53510 et seg. and
§53589.5 of the Government Code; .

(2) all proceedings by and for Plaintiff in connection with
the Resolution, the Bonds and the refunding of the City's
obligation, evidenced by the PERS Contract, to pay the Unfunded
Liability, and any related contracts .or agreements approved by
the Resolution or contemplated by the City Council of the City
in connectioh with the issuance of the Bonds and the refunding
of the City's obligation, evidenced by the PERS Contract, to pay
the Unfunded Liability, were and are wvalid, legal and binding

obligations in accordance with their terms, and were and are in

|loonformity with the applisable provisions of all laws in foree

proceedings, whether imposed by law,
constitution, statute or ordinance, and whether state or

municipal, including but not limited to the pro&isions of

'Article1XVI, Section. 18, of the California Constitution;

(3) all conditions, things and acts required by law to

exist, ﬁappen,or be performed precedent to the adoption of the

I Resolution, and the terms and conditions thereof, and including

CTY239884
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‘Liability, as evidenced by the PERS contract;

‘related thereto, are exempt from and not subject to the debt .

Lagreements related thereto) are obligations imposed by law;

|executed and delivered in connection ‘therewith are valid and
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the authorization for the issuance of the Bonds and the
execution and delivery of all related contracts or agreements
approved by the Resolution or contemplated by‘the City Council
of the City in connection with the issuance of the Bonds, have
existed, happened and been performedAin the time, form and
manner regquired by law;

(4) the City has the authority under California law to
issue the Bonds and to -execute and deliver the Indenture and
all contracts and agreements related thereto;

(5) the City has the authority under California law to
provide for the refunding of its obligations, by issuing the
Bonds and applying the proceeds of the Bonds to the retirement

of its obligations to the Retirement System for the Unfunded

(6) the City will be obligated to satisfy its obligations
under the Bonds from any generally available funds in the City
treasury, and the City Council of the City will be obligated to
make all annual appropriations .0of such funds as may be required

to satisfy its annual obligations under the Bonds;

(7) the PERS Contract and the Bonds, and all agreements. -
limitations set forth in Article XVI, Section 18, of the
California Constitution;

(8) the PERS  Contract and the Bonds (and all contracts and

(9) the Bonds and any and all cdntracts and agreements

-3-
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binding obligations under the Constitution and laws of the State
of California;

(10) the City”s incurrence of any and all indebtedness
and/or liability in connection with the Bonds (and all contracts
and agreements related thereto) is exempt from and not subject
to the debt limitations set forth in Article XVI, Section 18, of
the California Constitution; and '

(11) The institution by any person of any action or
proceeding raising any issue as to which this judgment is

binding and conclusive (which includes all matters herein

adjudicated or which at the time of this judgment could have

been adjudicated), against the Plaintiff and against all other

persons is hereby permanently enjoined.

Judgment is hereby entered in favor of the Plaintiff, City

of Stockton.

Dated: {~?§>~(3_7

LESLEY D. HOLLAND

Judge of the Superior Court

—4-
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IN THE UNITED STATES BANKRUPTCY COURT
DISTRICT OF SOUTH CAROLINA

In re:
Case No. 10-04467-dd
Chapter 9

Connector 2000 Association, Inc.,

Debtor.

MEMORANDUM IN SUPPORT OF CONFIRMATION OF THE FIRST AMENDED
PLAN FOR ADJUSTMENT OF DEBTS

Connector 2000 Association, Inc. (the “Debtor”) submits this memorandum (the
“Memorandum”) for an order confirming Debtor’s First Amended Plan for Adjustment of Debts,
as modified and amended (the “Plan”) pursuant to the United States Bankruptcy Code (the
“Bankruptcy Code™),! and specifically including section 943 of the Bankruptcy Code, the
Federal Rules of Bankruptcy Procedure, and the District of South Carolina Local Bankruptcy
Rules. While Debtor submits this Memorandum prior to the March 16, 2011 deadline for parties
to file objections to confirmation of the Plan, Debtor reserves the right to amend, modify and/or
supplement this Memorandum at any time and in any respect, including, without limitation, for
the purpose of (i) responding to any objections filed;* and (ii) providing further evidence and
arguments in support of confirmation of the Plan.

Debtor respectfully represents as follows:

BACKGROUND

1. On June 24, 2010 (the “Petition Date”), Debtor filed its voluntary petition for

relief under Chapter 9 of the Bankruptcy Code in the United States Bankruptcy Court for the

! Further references to the Bankruptcy Code (11 U.S.C. §§ 101 et seq.) may be by section number only.

? Debtor is in receipt of a letter dated March 2, 2011 addressed directly to the Honorable David R. Duncan from a
bondholder objecting to the Plan. Debtor will respond by separate pleading to this correspondence.
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With respect to section 942, on March 16, 2011, Debtor filed a modification to the Plan
(“Modification”) to make certain conforming and typographical changes to the Plan as
specifically outlined in the Modification [Docket Nos. 128, 129].% The Plan, as modified by the
Modification, meets the requirements of chapter 9; and thus section 942 is satisfied.

3. Debtor has Disclosed Payments for Services and Expenses to be Paid
pursuant to § 943(b)(3).

Section 943(b)(3) requires that all amounts to be paid by the Debtor or other persons for
services or expenses in the case or incident to the plan have been fully disclosed and are
reasonable. As set forth in section (5) hereinbelow and in the Disclosure Statement, Debtor has
been paying its administrative expenses in the case on a current basis and any open amounts are
expected to be paid within 10 days of the Effective Date of the Plan. Debtor and Trustee have
been currently paying amounts due to their service providers and professionals during the
pendency of the case from funds in the Revenue Fund (and/or the Debt Service Reserve Fund in
the case of certain Trustee amounts). Because the foregoing amounts have been kept current, the
only open amounts expected to be paid as of confirmation will be amounts due because of
administrative lag time (which amounts are to be determined) and amounts to be paid incident to
the issuance of the Amended and Restated Bonds and the related actions incident to effectuating
the Plan (set forth on Exhibit D). Assuming the Plan is confirmed, the additional amounts shown
on Exhibit D will be paid or reimbursed incident to the Plan in connection with confirmation and
the transactions contemplated by the Plan, including exchange of the Bonds for the Amended

and Restated Bonds. Debtor believes that the foregoing amounts are reasonable and necessary to

¥ Subsequent to the filing of the Modification, counsel for Lehman Brothers requested conforming change be made
to the relevant provisions of the Plan incorporating the settlement. Upon entry of the Order Approving Settlement,
Debtor will file a modification to the Plan to incorporate the settlement.

15
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effectuate the Plan and reorganization in this complex case, and that Section 943(b)(3) is
satisfied.

4. Debtor is Authorized to Take Actions Proposed in the Plan as Required by §
943(b)(4).

Section 943(b)(4) prevents the court from confirming any plan that requires the debtor to
take any action prohibited by law. On January 19, 2011, the Board of Directors of Debtor adopted
a resolution authorizing Debtor to do the acts authorized and directed to effect the consummation
of the adjustment of Debtor’s debts as provided in the Plan, including issuing and delivering the
Amended and Restated Bonds, executing the New License Agreement, and executing the
Amended Trust Indenture. A copy of this Resolution is attached hereto as Exhibit E’
Additionally, Debtor requested that the Commission approve the issuance and delivery of the
Amended and Restated Bonds to allow the interest on the Amended and Restated Bonds to be
excluded from gross income for federal income tax purposes, which the Commission approved
by Resolution dated February 17, 2011. See Exhibit C. Debtor is not prohibited by law from
taking any action necessary to carry out the Plan. The Plan is necessary for Debtor to adjust its
debts, has the requisite approvals, and does not provide for Debtor to take any actions prohibited
by law.

5. All Administrative Claims have been Paid as Required by § 943(b)(5).

As another confirmation requirement, section 943(b)(5) provides that the Court must
determine that the Plan provides for the payment in full of all claims entitled to administrative
expense priority. Throughout the course of the Chapter 9 Case, Debtor has endeavored to satisfy

administrative expenses as they became due. Accordingly, Debtor believes that all Claims that

? Debtor anticipates an amended Resolution to be approved to correct the maturity values of the Amended and
Restated Bonds as listed in the Whereas clause of the Resolution.

16
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otherwise would constitute Allowed Administrative Claims previously have been or will be
satisfied in the ordinary course of business prior to or within ten (10) days of the Effective Date
of the Plan, by Debtor unless such Claim or Claims are not yet an Allowed Claim(s) by order of
the Court where required. Debtor expects to pay certain administrative expenses and/or
professional fees and costs of Debtor or Trustee due under the Original Trust Indenture from
funds held by the Trustee in the Revenue Fund, the Debt Service Fund and the Debt Service
Reserve Fund securing the Original Bonds. The balance of available funds remaining in such
Funds after payment of these expenses and any escrows related to unresolved claims as
determined by the Senior Bonds Trustee will be transferred to the Debt Service Reserve Fund
securing the Amended and Restated Bonds, as further set forth in the Amended Trust Indenture.

6. SCDOT Has Expressly Approved the Plan Settlement and New License
Agreement Satisfying § 943(b)(6).

Section 943(b)(6) requires regulatory approval for any action to be taken under the plan
that would require such approval in the absence of the chapter 9 case. As described above, on
December 1, 2010, the Commission entered a resolution approving the terms of a settlement
agreement on various issues. Thereafter, on December 2, 2010, the Commission amended their
December 1, 2010 action, to provide authorization to the Secretary of Transportation to take the
actions necessary to implement the settlement agreement reached, which terms are embodied in
the Plan. See Exhibit B. Additionally, on February 17, 2011, the Commission entered a
resolution approving the issuance and delivery of Amended and Restated Bonds and approving
the execution and delivery of the New License Agreement by the SCDOT to Debtor subject to

the Plan being confirmed by a final order. See Exhibit C.

17
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EXHIBIT D

(Amounts to be Paid Incident to Effectuating Plan)
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PAYEE' AMOUNT
TO BE PAID?

Ballard Spahr, LLP (counsel to $28,500.00°
Senior Bonds Trustee)

Causey Demgen & Moore Inc. $10,500.00*
(Debtor’s Verification Agent)

Confirmation Hearing Witness $37,500.00°
Fees/Expense (Debtor’'s witnesses)

Epiq Bankruptcy Solutions, LLC $52,800.00°
(Debtor’'s Solicitation Agent)

Haynsworth Sinkler Boyd, LLP- $240,000.007
Bond Counsel Closing Fees
(Debtor’s counsel)

Haynsworth Sinkler Boyd, LLP- $85,000.00°
Chapter 9 Advice and Counsel
(Debtor’s counsel)

HSBC Bank, USA (Subordinate $10,000.00°
Bonds Trustee)

Holland & Knight LLP (counsel to $117,141.00™
Senior Bonds Trustee)

! Payees are comprised of the Debtor’s advisors and the Trustee and Subordinate Bond Trustee and their advisors.

* Some of the amounts listed herein contain estimates payees will be owed based on fees and expenses for ongoing
services which have not yet been billed, incurred or determined as of the date hereof. Hourly professional fees as
estimated will vary depending upon the time and services actually required.

* Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $12,000 for
March 2011 and $6,000 for April 2011.

* Reflects estimation of fees and expenses to be incurred from March 1, 2011 through closing of the Amended and
Restated Bonds.

> Reflects fees and expenses for services rendered and estimates fees and costs to be incurred from March 1, 2011
through confirmation hearing on March 25, 2011.

® Reflects fees and expenses for services rendered and estimates fees and costs to be incurred from March 1, 2011
through confirmation hearing on March 25, 2011.

’ Fixed Fee reflecting unbilled work incurred to date in preparation for bond closing, plus bond counsel opinion
letters, tax opinion letters, and customary and ordinary fees associated with issuance of the tax free bonds.

¥ Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $45,000.00 for
March 2011 and $25,000 for April 2011.

? Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $5.000 for
March 2011 and $5,000 for April 2011.

1% Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $60.000 for
March 2011 and $40,000 for April 2011.
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Kramer Levin Naftalis & Frankel, $80,948.72"
LLP (counsel to Senior Bonds

Trustee)

Macquarie Capital (USA), Inc. $428,333.00™
(Financial Advisor to Senior Bonds

Trustee)

McNair Law Firm, P.A. (counsel to $173,516.68™
Senior Bonds Trustee)

Nixon Peabody, LLP (counsel $87,853.40™
Subordinate Bonds Trustee)

Southern Municipal Advisors $15,000.00™
(Debtor’s financial advisor)

U.S. Bank, N.A. (Senior Bonds $224,610.00™
Trustee)

Wyche, Burgess, Freeman & $19,000.00"

Parham, P.A. (counsel to Board of
Directors of Debtor)

Total $1,610,702.80

' Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $40,000 for
March 2011 and $20,000 for April 2011.

12 Reflects balance due to Macquarie for Restructuring Success Fee after credit for total monthly fees paid through
March 2011 per Macquarie’s engagement letter with Trustee counsel. If any subsequent monthly fee is paid to
Macquarie, the balance payable to Macquarie would be further reduced by such amount.

13 Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $115,000 for
March 2011 and $40,000 for April 2011.

" This amount includes an estimate of fees and expenses in the amount of $2,000 for February 2011, $27,000 for
March 2011, and $10,000 for April 2011. In addition, this amount includes previously unpaid invoices. Invoices
are still being reconciled and are subject to continuing review and verification.

!> Reflects estimation of fees and expenses to be incurred from March 1, 2011 through closing of the Amended and
Restated Bonds.

°Includes 4th Quarter 2010 fees in the amount of $74.610 and estimated 1st Quarter 2011 fees in the amount of
$75,000. In addition, this amount includes an estimate of 2nd Quarter fees in the amount of $75,000. Upon
issuance of the Amended and Restated Bonds, U.S. Bank also will be engaged to serve as the New Trustee and will
be paid fees and cxpenscs pursuant to a fee letter to be finalized between U.S. Bank and the Debtor, including
acceptance, per series, exchange agent, and extraordinary fees per the final fee letter.

! Reflects estimation of fees and expenses to be incurred from March 1, 2011 through closing of the Amended and
Restated Bonds.
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Message

From: Gallegos, Lisa [/O=MESSAGING/OU=SMO/CN=RECIPIENTS/CN=LGALLEG]

Sent: 9/23/2013 11:02:43 PM

To: Johnston, Jennifer [/O=MESSAGING/OU=SMO/cn=Recipients/cn=jjohnst]

CcC: Coleman, Stacey Johnston [/O=MESSAGING/OU=SMO/cn=Recipients/cn=Slohnst]
Subject: RE: Stockton heads up

Jennifer — be great it we could start a draft of a stetement on this — we may not want to say much if we are the midst of
negotiations but good to have something drafted and to have the exact context of how much exposure we have {|
belisve it is fess half a percent when looking at funds that hold it but can we get the publicly disclosed figures on that?)

Also, is Chris Franta in the loop on this?

Based on our discussions — below is a rough first stab — send us your thoughts and then we can route to Sheila, Raf, Tom
and Chris — with a sign off from Legal.

DRAFT STATEMENT for press:

We connot comment in detail related o pur investments in Stockton a5 we are still in the middle of negotiations. We con
confirm thot os of xxx we held XX of uninsured Stockton bonds which we held in X fund and X fund, representing less
than 0.20% of our fund holdings, While this investment does not represent g significont position in any one of our
municipal bond funds, it is our fiduciory responsibility to ensure that our fund investors ore protected and we will work
diligently toword that ensuring that hoppens.

Thanks
Lisa

Lisa Gallegos VP of Corporste Communications - Glohal
vl (G50} 31X 3355 | call (510} 210 2023 | maallegos@irlczom ! www.franklintempleton.com

Beyond Bulls & Bears blog
Motes from Mark Mobius blog

Foliow @MarkMobius

FRANELY BT

HNVESTAMES

Connect with us online; 7

From: Johnston, Jennifer

Sent: Monday, September 23, 2013 3:53 PM

To: Gallegos, Lisa

Cc: Walsh, Tom; Costas, Rafael; Amoroso, Sheila; Coleman, Stacey Johnston
Subject: RE: Stockton heads up

I'would expect that we will get the plan first with the public announcement to follow soon after. I would guess
within a few hours. I'll let you guys know as soon as we know.

Jen

FRKO001721
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Jennifer L. Johnston
VP/Analyst-Municipal Bonds
Franklin Templeton Investments
p. 650-312-3675

800-632-2350 x23675

f 650-312-5926

e. jjohnston@irk.com

Sent with Good (www.good.com)

From: Gallegos, Lisa

Sent: Monday, September 23, 2013 02:18 PM Pacific Standard Time

To: Johnston, Jennifer

Cc: Walsh, Tom; Costas, Rafael, Amoroso, Sheila; Coleman, Stacey Johnston
Subject: RE: Stockton heads up

Thanks Jennifer — can you keep Stacey Coleman in the loop as well — she will likely end up taking lead on any related
media activity on this issue. Do you expect Stockton to issue a public announcement or will initial “plan” be
communicated more directly to stakeholders?

Thanks
Lisa

Lisa Gallegos VP of Qorporate Communications - Glohsatd
bl {GB0Y 312 3385 | coll {F14) 910 2433 | moaliegos@irk.comi www.franklintempleton.com

3 Beyond Bulis & Bears blog
5 Hotes from Mark Mobius blog
E?R&\W ¥ e g— Follow @FTY Global
FNVESTAMENTS Connect with us onfine: ! Foliow @MarkMobiy

From: Johnston, Jennifer

Sent: Monday, September 23, 2013 2:13 PM
To: Gallegos, Lisa

Cc: Walsh, Tom; Costas, Rafael; Amoroso, Sheila
Subject: Stockton heads up

Hi Lisa,

As we discussed generally last week, we expect Stockton will release their Plan of Adjustment in the next few weeks. It
actually could come as early as tomorrow. While we don’t know for sure what the Plan will entail, the city’s attorneys

havereferred 0 it i the st as  “cramdown” ian. [
I this point we just don’t know, but | just wanted to give you a heads

up as there is likely to be a lot of press around it.

FRK001722
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I will be sure to let you know as soon as we hear anything and | can of course discuss it with you in more depth.

Thanks,

Jen

Jennifer L. Johnston

FRK001723
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